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John J. Pringle, .lr.
Direct dial: 803/343-1270
~rin tc&aeltislawhcrne. corn

June 27, 2005

VIA HAND-DELIVER%
The Honorable Charles L.A. Terreni
Chief Clerk
South Carolina Public Service Commission
P.O. Drawer 11649
Columbia, SC 2921 l

RE: Application of Fonix Telecom, Inc. for a Certificate of Public

Convenience and Necessity to Provide Resold and Facilities-Based

Interexchange and Local Exchange Telecommunications Services, for

Flexible Rate Structure for Local Exchange Exchange Service Offerings

First Approved in Docket 97-467-C and for Alternative Regulation First

Approved in Docket No. 95-661-C
Docket No. 2005- -C, Our File No. 1052-10317

Dear Mr. Terreni:

Enclosed is the original and ten (10) copies of the Application filed on behalf of
Fonix Ti:lecorn, Inc. in the above-referenced matter.

Please acknowledge your receipt of this document by file-stamping the copy of
this letter enclosed, ind returning it via the person delivering same.

contact me.
If you have any questions or need additional information, please do not hesitate to

John J. Pringle, Jr
JJP/cr
cc: Mr. Michael E. Britt [via first-class mail service]

Monica Haab, Esquire[via first-class mail service]
Office of Regulatory Staff [via first-class mail service]

Enclosures
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Ellis, Lawhorne & Sirns, PA, Attorni Ys at Law

1501 Main Street, 5th Floor PO Box 2285 Columbia, South Carolina 29202 803 254 4190 803 779 4749 Fax ellislawhorne. corn
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 BEFORE THE 
 PUBLIC SERVICE COMMISSION 

OF SOUTH CAROLINA 
 

DOCKET NO. 2005- ________ 
  

 
  

Fonix Telecom, Inc. (“Fonix” or “Applicant”), pursuant to S.C. Code Ann. §§ 58-9-280 and 58-9-520, 

the Rules of the South Carolina Public Service Commission (“Commission”), and Section 253 of the 

Telecommunications Act of 1996, 47 U.S.C. §253 (1996), respectfully submits this application for Authority to 

Provide Resold and Facilities-based Interexchange and Local Exchange Telecommunications Services, for 

flexible rate structure for local exchange service offerings similar to that approved by Order No. 98-165 in 

Docket No. 97-467-C, and for alternative regulation approved by Order Nos. 95-1734 and 96-55 in Docket No. 

95-661-C and as modified by Order No. 2001-997 in Docket No. 2000-407-C ("Application").  The Applicant 

further requests, pursuant to R. 103-601(3) of the Rules of the Commission, that the Commission waive 

application to it of certain Commission Rules, as outlined herein. 

 Applicant proposes to offer resold and facilities-based interexchange and local exchange services, 

including operator services, to residential and business customers throughout the geographic service territory of 

BellSouth.  Should its Application be granted, Applicant plans to commence offering service immediately upon 

the execution of the appropriate and necessary interconnection agreement(s) with the appropriate Incumbent 

Local Exchange Carriers ("ILECs").  Approval of this Application will be beneficial to the public interest by 

increasing the level of competition in the South Carolina telecommunications market. Ultimately, competition 

will compel all telecommunications service providers to operate more efficiently and pass on the resultant cost 

savings to consumers.   In addition, as a result of competition, the overall quality of local telephone services will 

improve. 

In support of its Application, Applicant states as follows: 

In the Matter of the Application of Fonix Telecom, Inc. for a Certificate of 
Public Convenience and Necessary to Provide Resold  and Facilities-Based 
Interexchange and Local Exchange Telecommunications Services,  for 
Flexible Rate Structure for Local Exchange Exchange Service Offerings 
First Approved  in Docket No. 97-467-C and for Alternative Regulation 
first approved in Docket No. 95-661-C 

)
)
)
)
)
)
 

APPLICATION 
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1. Introduction 

1. The name and address of the Applicant are: 

Fonix Telecom, Inc. 
9350 South 150 East, Suite 700 
Sandy, UT 84070 
Ph. (801) 553-6600 
Fax (801) 553-6707 
Website: www.fonix.com  

 
2. All correspondence, notices, inquires and other communications regarding this Application 

should be directed to: 

Monica Borne Haab 
Nowalsky, Bronston and Gothard, APLLC  
3500 North Causeway Blvd., Suite 1442 
Metairie, LA 70002 
Telephone:  (504) 832-1984 
Facsimile: (504) 831-0892 
E-Mail: mhaab@nbglaw.com  

 
With copies to local counsel: 

 
John J. Pringle, Jr. 
Ellis, Lawhorne & Sims, P.A. 
1501 Main Street, 5th Floor 
Columbia, SC 29202 
Ph. (803) 343-1270 
Fx.  (803) 799-8479 
E-Mail: jpringle@ellislawhorne.com 

 
3. The Company’s contact person for ongoing operations is: 

Michael E. Britt 
V.P. of Regulatory & Channel Development 
Fonix Telecom, Inc. 
9350 South 150 East, Suite 700 
Sandy, UT 84070 
Ph. (770) 989-9800 
Fax (770) 989-9830 
E-Mail: Michael.Britt@lecstar.com  
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4. In support of this Application, the following exhibits are attached hereto:        

Exhibit A: Officers, Board of Directors and major shareholders 
 
        Exhibit B: Articles of Incorporation   
 

Exhibit C: Certificate of Authority 
 

Exhibit D: Financial Information 
 

Exhibit E: Managerial Profiles  
 

Exhibit F: Proposed Tariff No. 1 for Local Exchange Services 
 

Exhibit G: Proposed Tariff No. 2 for Interexchange Services 
 

Exhibit H: Proposed Tariff No. 3 for Access Services 
 
Exhibit I:  Proposed Notice of Filing 

 
II.  Description of the Applicant 
 

1. General Information     
 

a.  Fonix is a telecommunications company that has been organized to provide 

competitive interexchange and local exchange services to residential and business customers.  The 

Company is headquartered in Sandy, Utah, and its Customer Service Department is located there. 

b. The Company is not currently providing telecommunications services in any states, 

but is in the process of applying for authority in five (5) states. Local exchange services will be offered 

throughout the BellSouth geographic service territory, and Fonix has commenced negotiating the 

necessary agreements with BellSouth.  The Company will offer services both as a reseller and 

facilities-based provider.  Local exchange services will not be provided to customers located in any 

South Carolina rural incumbent’s local exchange service areas.  Attached as Exhibits F, G, and H are 

the Company’s proposed tariffs. 

C. Fonix is a Delaware corporation authorized to transact business in South Carolina.    

The Company is certified with and currently in good standing with the South Carolina Secretary of 

State. 
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2.  Customer Service 

a.  Customer service representatives will be available to assist its customers during 

normal business hours (7:00 a.m. to 10:30 p.m. (EST) Monday through Friday).  Customers can reach 

the Company’s Customer Service Center by calling 1-866-486-4733.  This toll free number will be 

printed on all customer billing statements. Customers wishing to communicate with customer service 

representatives in writing may send written correspondence to: 

Fonix Telecom, Inc. 
Attn: Customer Service 
9350 South 150 East, Suite 700 
Sandy, UT 84070 
www.fonix.com  
 
b. The Company’s customer service representatives are prepared to respond to a broad 

range of service matters, including: (1) the types of services offered, and the rates associated with such 

services; (2) monthly billing statements; (3) problems or concerns pertaining to a customer’s current 

service, and (4) general telecommunications matters. 

III. Technical, Managerial and Financial Expertise Necessary to Provide Local Exchange Service 
 

Fonix’s management team has the requisite technical, financial and managerial experience to operate a 

competitive telecommunications provider.  Profiles of the Company’s management personnel are attached as 

Exhibit E.  A more detailed explanation of these capabilities is as follow.  

1. Financial Qualifications 

a. Through its parent corporation, the Applicant possesses adequate financial 

capitalization to conduct the business which it is proposing on a continuous basis.  Applicant’s parent 

company, Fonix Corporation (a publicly-held company) will guarantee the start-up operations of the 

Applicant and has attached its SEC 10Q Report and a Letter of Guarantee as Exhibit D. 
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       b. In addition, the Applicant is in the process of obtaining the authority to offer resold 

and facilities-based interexchange and local exchange services in additional states, and initiation of its 

operations will significantly increase revenues.  The Company will also strictly monitor its expenses, 

institute effective cost controls and keep its selling, general and administrative ("SG&A") expenses as 

a percentage of gross revenues equal to if not better than the industry average.  Therefore, the 

Company intends to have successful ongoing operations in the near future.  

2. Managerial Qualifications 

The Company’s management team is highly skilled, having acquired considerable experience 

in the telecommunications industry, as evidenced by the management profiles submitted with this 

application. 

3. Technical Qualifications  

a. The Company will operate as a provider of resold and facilities-based local 

exchange and interexchange services.  The quality of service provided to customers will be equivalent 

to that of the ILECs and other CLEC providers, and will meet all quality of service standards.   In 

addition, the Applicant’s management team has extensive experience within the telecommunications 

field, including technical experience. 

b. As the foregoing illustrates, the Company possesses the technical expertise 

necessary to successfully operate as a local exchange provider within the State of South Carolina. 

IV. Approval of Application is in the Public Interest 

1. Increased competition results in a reduction of the prices consumers pay for goods and 

services. When competition is introduced into markets, the consumer benefits by a way of efficient 

pricing, improved service quality and expanded product and service capabilities.  

2. The objective of the Federal Telecommunications Act of 1996 is to foster the development of 

competition in the local exchange market so that consumers will be afforded the foregoing benefits. 

Pursuant to the Act, barriers to local service entry are prohibited and parameters for competition in 

local exchange markets are established. Because the Company will be able to offer a broad range of 



 
 -6- 

services to customers wherever the incumbent LEC(s) offer appropriate wholesale tariffs, the 

Company’s entry into the local service market will serve to foster competition. 

3. Granting this Application is consistent with S.C. Code Ann.  § 58-9-280, and, in that regard 

Applicant makes the following representations to the Commission:  

a. Applicant possesses the technical, financial, and managerial resources sufficient to 

provide the services requested; 

b. Applicant's services will meet the service standards required by the Commission; 

c. The provision of services by Applicant will not adversely impact the availability of 

affordable telecommunications service;        

d.  Applicant, to the extent it is required to do so by the Commission, will participate in 

the support of universally available telephone service at affordable rates; and 

e. The provision of services by Applicant will not adversely impact the public interest.  

4. The demands of a competitive market are a better means to achieve affordability and quality 

of service than a monopolistic environment. As competitors vie for market share, they will compete based upon 

price, innovation and customer service. Those providers that offer consumers the most cost effective products 

will gain market share.  In contrast, providers whose products do not meet the needs of consumers will lose 

market share and ultimately be eliminated from the industry.  

V.  Description of Services Offered and Service Territory 

The Company intends to offer resold and facilities based interexchange and local exchange services to 

residential and business customers as more specifically defined in its attached tariffs.  Prior to providing 

services in South Carolina, the Company will file Final Tariffs with the Commission.  

The Company will offer all services on a twenty-four hour per day, seven day per week basis.  Local 

exchange services will be provided in the geographic areas served by BellSouth.  Local exchange services will 

not be provided to customers located in a rural incumbent’s local exchange service areas.  Interexchange service 

will be offered on a statewide basis. 
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VI. Waivers and Regulatory Compliance 

The Company requests that the Commission grant it a waiver of those regulatory requirements 

inapplicable to similarly situated providers of interexchange and local exchange services.  Commission Rule 

103-603(3) provides that in “any case where compliance with any of these rules and regulations introduces 

unusual difficulty such rule or regulation may be waived by the Commission upon a finding by the Commission 

that such a waiver is in the public interest.”  As set out below, compliance with certain Commission Rules will 

“introduce unusual difficulty” for the Company.  Additionally, the Company asserts that granting the waivers 

requested herein would be “in the public interest.” 

1. Financial Record-Keeping System (R. 103-611) 

The Company requests that it be exempt from any record-keeping rules or regulations that 

might require a carrier to maintain its financial records in conformance with the Uniform System of 

Accounts ("USOA"). The USOA was developed by the FCC as a means of regulating 

telecommunications companies subject to rate base regulation.  The Company asserts that because it 

utilizes GAAP, the Commission will have a reliable means by which to evaluate operations. Therefore, 

the Company hereby requests to be exempt from any USOA requirements of the Commission. 

2. Local Exchange Directories (R. 103-631  

The Company requests that it not be required to publish local exchange directories.  The 

Company will make arrangements with the incumbent LEC(s) whereby the names of its local 

exchange customers will be included in the directories published by the incumbent LEC(s).  LEC 

directories will also be modified to include the Company’s customer service number. These directories 

will be distributed to all local exchange customers. It would be an unnecessary burden on the 

Company to require that it publish and distribute its own directory to all customers located within each 

exchange area, particularly since nearly all of these customers will be customers of the incumbent 

LECs. It is more efficient for the Company to include its limited customer list in the existing 

directories of the incumbent LECs. 
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3. Operating Area Maps (R. 103-612.2.3)          

 The Applicant will be offering service within the geographic service areas of the 

incumbent LECs.  Therefore, the Applicant asks that the Commission forbear from requiring 

Applicant to “file with this Commission a map or maps showing its certificated area and/or 

exchange service area(s).” 

VII. Regulatory Treatment 
 

 1. The Company requests that the Commission allow the Company to employ a flexible 

local exchange rate structure first authorized by Order No. 98-165 in Docket No. 97-467-C.  Specifically, 

the Company requests that  

a)  the Commission adopt for Company’s local exchange services a competitive rate 
structure incorporating maximum rate levels with the flexibility for rate 
adjustment below the maximum rate levels; and 

 
b)  that its local exchange service tariff filings be presumed valid upon filing, 

subject to the Commission’s right within thirty (30) days to institute an 
investigation of such filings.  At the discretion of the Commission, such filings 
would be suspended pending further order of the Commission and any such 
filings would be subject to the same monitoring process as is applied to other, 
similarly situated carriers. 

 
2. The Company requests that all of its business service offerings be regulated pursuant to 

the procedures described and set out in Order No. 95-1734 and 96-55 in Docket No. 95-661-C, and as 

modified by Order No. 2001-997 in Docket No. 2000-407-C.  It is Company’s intent by this request to have 

its business services regulated in the same manner as this Commission has permitted for AT&T 

Communications of the Southern States.  Specifically, the Company requests: 

a) removal of maximum rate tariff requirements for its business services, consumer 
card, operator service1, and future private line, and customer network-type 
offerings; and 

 
b)  that tariff filings for these uncapped offerings are presumed valid upon filing.  If 

the Commission institutes an investigation of a particular filing within seven 
days, the tariff filing will be suspended until further order of the Commission.   

                                                           
1 Excepting those operator-assisted calls where a consumer uses a local exchange carrier’s calling 

card to complete calls from locations which have not selected the local exchange carrier as their toll 
provider.  Operator surcharges and per-minute rates for this type of call were capped by Order No. 2001-
997 dated November 8, 2001. 
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c) any relaxation in the reporting requirements that may be adopted for AT&T shall 
apply to the Company also. 

 
VII. Interconnection Arrangements  
 

The Company proposes to enter into an interconnection agreement with BellSouth Communications, 

Inc. for the offering of UNE and UNE-P type services.  

VIII.  Conclusion 

This Application demonstrates that the Company possesses the technical, financial and managerial 

resources to provide local exchange service within the State of South Carolina. Furthermore, granting this 

Application will promote the public interest by increasing the level of competition in the South Carolina 

telecommunications market. Ultimately, competition will compel all telecommunications service providers to 

operate more efficiently and pass the resulting costs savings on to consumers.  In addition, as a result of 

competition, the overall quality of service will improve. 

WHEREFORE, Fonix Telecom, Inc. requests that the South Carolina Public Service Commission issue 

a certificate of public convenience and necessity authorizing it to provide resold and facilities-based 

interexchange and local exchange intrastate telecommunications services to the public as proposed herein and 

set forth in the attached tariffs.  Fonix Telecom, Inc. also requests that the Commission regulate its local 

exchange service offerings in accordance with the principles and procedures established in Order No. 98-165 in 

Docket No. 97-467-C, grant alternative regulation first approved in Docket No. 95-661-C, grant the waivers 

requested herein, and grant such other relief as is just and proper. 

ELLIS LAWHORNE & SIMS, PA 
 
        /S/ 

By_____________________________________  
John J. Pringle, Jr., Esquire 
Ellis Lawhorne & Sims, PA 
P.O. Box 2285 
Columbia, SC 29202 
Telephone:  (803) 779-0066 
Facsimile:  (803) 799-8479 
E-mail:  jpringle@ellislawhorne.com 

 
Attorneys for Fonix Telecom, Inc. 

Columbia, South Carolina 
June 27, 2005 



EXHIBIT A
LIST OF OFFICERS AND DIRECTORS



Of icer/Direct&rr Name and A&ldress Percenta e Ownershi

Fonix Cot3roration
9350 South 150 East
Suite 700
Sandy, UT 84070

100%

Thomas A. Murdi clt

President/Director
9350 South 150 East
Suite 700
Sandy, UT 84070

Roger D. Dudley
CE 0/Director
9350 South 150 E ast
Suite 700
Sandy, UT 84070

W Dale limith

Sr Vice Presideni

9350 South 150 E ast
Suite 700
Sandy, UT 84070

Michael E. Britt
Vice President of Regulatory & Channel Development

9350 South 150 1 ast
Suite 700
Sandy, UT 84070

Matthew C. Sine. .

Vice President of Operations
9350 South 150 E ast
Suite 700
Sandy, UT 84070

Jeffrey M. Jones
Secretary
9350 South 150 1 ast
Suite 700
Sandy, UT 84070



EXHIBIT B
ARTICLES OF INCORPORATION



PAGE 1
&~at~ of B~iao ure

SECRETARY OF STATE
DIVISION OF CORPORATIONS

P.O. BOX 898
DOVER, DELAWARE I9903

040818468

9314093
DURHAM ZONES 8 PINEGAR
111 E BROADWAY
STE 900
SALT LAKE CITY
ATTN: EATERYN K SHELTON

VT 84111

DESCRIPTION

11-12-20D4

AMOUNT

FONIX TELECOM, INC.
388D188 0240 Amendment; Domestic

Amendment Fee
Recei ving/Indexing

Data Entry Fee
Court Municipality Fee, Wi1m.

Surcharge Assessment-New Castle
Page Assessment:-New' Castle Count

Expedite Fee, Same Day

Fl'ZING TOTAL

TOTAL PAYMENTS

SERVICE REQVEST BALANCE

30.00
50.00
5.00

20. 00
6.00

27. 00
100.00

238. 0D

238. 00

.00
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State tp6 Delaware
Senretarlr t26 State

Diirisictn ct6 Cctrzynrati nna
Z) linlered 02.17 EZkr 11/12/2004

FXLSD 02)17 Zlze 11/12/2004
Szzzy 040818468 " 3880188 FXDS

OF CERTIFICATE OF INCORPORATION
OF

FONIX TELECOM HOLDINGSP INC
(HEREAFTER TO EE KNOWN AS FONIX TELECOM, INC. e)

A DEI.AWARE STOCK CORPORATION

The, undersigned„being the Secretary ofFONIX TELECOM HOLDINGS, INC. , 0

Delaware corporation, hereafter to be known as FONIX TELECOM, INC. , hereby certifies as

follows:

l. The name of this corporation is FONIX TELECOM HOLDINGS, INC. , a Delaware
cozporation. 'Ihe corporation was incorporated on November 10„2004.

This Certificate of Amendment of Certificate of Incorporation of FONIX TELECOM
HOUSINGS, INC. amends in its entirety ARTICLE I of the Certificate of Incorporation
pursuant to Section 242 of the General Corporation Law of the State ofDelaware, to
provide for a corporate n arne change.

3. Thc text of tlie amendznent to the Certificate of Incorporation of the Corporation adopted
by an Action by Written Consent of the Directors of the Corporation is as follows:

ARTICLE I

Ther cofthi rpoati ief niaT1, t c. (lh hC~ati ").

4, This Certificate of Amendment of Certificate of Incorporation of FONIX TELECOM
HOLDINGS, INC. further amends ARTICLE IV, Paragraph (8) Ri hts Prc erences and
lt. trielio ofP f* nikt k 2. ~nidati (a)P~rf ee fth Centd te*f
bscorporation in its entirety pursuant to Section 242 of the General Corporation Law of
the State of Delaware, to amend the amount per share calculation.

The text of the amendment to ARTICLE IV, Paragraph (E)Ri h references snd
ffk~trk i ~efp f oed nt k 2. ~used t'o (a) a~refer c t the certif at f
in elp ti *fth C rp lion d ptnlhy

gati

hyW'n Co otofth
Directors of the Corporation is as follows:

2. 2~lid tio .

(a) Preference. In the event of any liquidation, dissolution or
winding up cf the Corporation, either voluntary or involuntary, the holders of the
Series Z Preff:rred Stock shall bc entitled to receive, prior snd in preference to any
distributions of any of the assets of the Corporation to the holders of Common
Stock or any series ofPreferred Stork of the Corporation by reason of their
ownership thereof, an amount per share equal to (i) thirty percent (30%) of the
proceeds available for distzibution to stockholders of the Corporation, divided by



'l1 '1 2~04 FRI 14:11 i"'AX 801 AI5 0500 DORHAilf JONES PINEGAR

6. Thi" Certi6cate of Amendment of Certi6cate of Incorporation has been duly approved by
the 'board. of directors and was recommended for appxovai to the sole stockholder.

This CerH6cate of Amendtnent of Certi6cate of Incorporation has been duly approved by
consent of the sole stockholder pursuant to the requirements of Sections 242 of the
General Corporation Law of the State of Delaware, The total number of outstanding
shares of the corporation is 100,000 shares of Common Stock. Zero (0) shares voted
against the saine.

S. The capital of the Corporation shall not be reduced under or by reason of said
amendment.

The undersigt ted hereby declares and certi6es that the facts stated herein are true and has

accordingly hereunto signed this certificate as ofNovember 12th, 2004,

FONIX TEl.ECOM, INC.

Jeffrey M, Jones
Secretary



PAGE
State af 9~1amarj.

SECRETARY OF STATE
DIVISION OF CORPORATIONS

P.O. SOX 898
DOVER, DELAWARE 19903

040813343

9314093
DURHAM ZONES 8 P,ENEGAR
111 Z BROADWAY
STE 900
SALT LAKE CITY UT
ATTN: HAT'BRYN K. SHZI TON

84111
X

11-12-2004

DESCRIPTION

FONIX TELECOM HOLDINGS, 1'NC.
3880188 01028 Incorp Delaware Stock Co.

Incorpora ti on Fee
Receiving/Indexing

Da ta Zn try Fee
Court Municipality Fee, Nilm.

Surcharge Assessment-New Castle
Page Assessment-New Castle Count

Expedite Fee, 24 Hour

FILING TOTAL

TOTAL PAYMENTS

SERVICE BEQUEST BALANCE

AhIOLINT

15.00
25. 00
5.00

20. 00
6.00

99.00
50. 00

220. 00

220. 00

.00
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State of Zulawaxe
Secretary of State

Division of Corporations
Delivexetd 04&07 Ear 11/10/2004

FZZZD 04&07 SM 11/10/2004
s&rY 040813343 — 3880188 Eras

CERTIFICATE OF INCORPORATION

OF

FONIX TELECOM HOLDINGS, INC.

ARTICLE I

The same of this corporation is Fonix Telecom Holdings, Inc. (the "~Crpor~ati Ii").

ARTICLE II

The address of the registered office of the Corporation in the State ofDelaware is
1209 Orange Street, in the City of Wilmington, 19801,County ofNew Castle. The name of its

registered agent at such address is The Corporation Trust Company,

The purpose of the Corporation is to engage in any lawful act or activity for which
corporations may bc orgardzed under the Delaware General Corporation Law.

ARTICLE IV

(A) ~eoist rh corp ti* iso thori*sdtoissu os i sssorsto kt
h d sip«st d, sp t' ty. "toom st k" oui "p*i' odsto k." rh toto& «uh*r rsi
which the Corporation is authorized to issue is One Million One Hundred Thousand (1,100,000)
shares, each with a par value of $0,001 per share. One Million (1,000,000) shares shall be
Common Stock and On'e Hundred Thousand (l 00,000) shares shall be Preferred Stock.

(B) ~RI ht Preferences nd Restrictions cfPreferred Stack. The Preferred Stock
authorized by this Certificate of Incorporation may be issued from time to time in onc or more
series. The rights. preferences, privileges, and restrictions granted to and imposed on the Series
Z Prefened Stock, which series shall consist of One Hundred Thousand (100,000) shares (the
"$~e' Z porc LStock"), are as set forth below in this Article IV(B). Subject to compliance
with applirable pr&rtcctive voting rights which have been or may be granted to the Preferred
Stock or series thereof in Certificates ofDesignation or this Corporation's Certificate of
Incorporation ("Protective Provis'o s"), the Board of Directors is hereby authorized to fix aud
determine or alter the rights, preferences, privileges and restrictions granted to or imposed upon
and other matters relating to unissued series of Preferred Sto~k, and the number of shares
constituting arly such series and the designation thereof, or of any of them. Subject to
compliance with applicable Protective Provisions, the rights, privileges, preferences and
restrictions of any such additional series may be subordinated to, pari passu with (including,
without limitation, inclusion in provisions with respect to liquidation and acquisition preferences,
redemption and/or approval of matters by vote or written ccnaent), or senior tO any Of those of;

any present or future class or series ofPreferred Stock or Common Stock. Subject to compliance

-1-
0'errideae of Inc tip (Series Z) -yonix re&econ& Holdings, ine,
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with appficable Protective Provisions, the Board ofDirectors is also authorized to increase or
decrease thie number of shares oi' any series, prior or subsequent to the issue of that series, but not

below the number of shares of such series then outstanding. In case the number of shares of any

series shall be so deci eased, the shares constituting such decrease shall resume the status which

they had prior to the iidoption of thc resolution originally fixing the number of shares of' such

series.

be entitled to receive dividends.

2. ~lid
(i g~ io. too o t r rgg id tio, dit i ti o iodiog

up cf the Corporation, either voluntary or involuntary, the holders of the Series Z Preferred Stock
shall be entitled to receive, prior and in preference to any distribution of any of thc assets of the
Corporation to thc holders of Common Stock or any series ofPreferred Stock of the Corporation
by reason of their ownership thereof, an amount per share equal to (i) twenty-five percent (25%)
of the first Twenty hdillion Dollars ($20,000,000) plus fifteen percent (I5%) of any amounts

greater than Twenty Million Dollars ($20,000,000), of the proceeds available for di.stribution to

(b) R mainin A ts. Afier the distribution described in Section 2{a)
above has been paid, the remaining assets of the Corporation available for distribution to
stockholders shall be distributed atnong the holders of the Common Stock pro rata based on the
nuinber of shares oi Common Stock held by each.

(c) Certain A uisitio

(i) Dee ed Li uidatic . For purposes of this Section 2, a
liquidation, dissolution or winding up of the Corporation shall be deemed to occur if {A) the
Corporation shall sell, convey, or otherwise dispose of all or substantiafiy all of its property or
business, (8) the Corporation shaH merge with or into or consolidate with any other corporation
(other tlian a wholly-owned subsidiary corporation) and. the stockholders of the Corporation
immediately prior I'.o such merger or consolidation do not own a majority of the outstanding
shares of the surviving or acquiring corporation, or (C) a transaction or series of related
triuisactions in which the stockholders transfer more than fifty percent (50%) of the voting power
of the C'orporation, except in each case (1) transaction(s) which create a mere security interest,

(2) any transfer to a stockholder's affiliates„ancestors, descendants or spouse or to a trust for
their or such stockholder's benefit, or (3) a merger effected exclusively for the purpose of
changing the domicile of the Corporation.

(ii) Valuation of Consideration. In the event of a deemed
liquidation as described in Section 2(c){i)above, if the consideration received by the Corporation
is other than cash, its value will be deemed its fair market value as determined in good faith by
the Board of Directors of the Corporation. Any securities shall be valued as follows:

-2-
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(A) Securities not subject to investment letter or other

similar restrictions on free marketability (other than restrictions arising solely by virtue of a

stockholder's status as an affiliate or former affiliate:

(I) If traded on a securities exchange or the

Nasdaq Stock Market, the value shall be deeined to be the average of the closing prices of the

securities on such exchange over the thirty (30) day period (or portion thereof) ending three (3)
days prior to thc clo& ing;

(2) If actively traded over-the-counter, the value
shall be deemed to be the average of the closing bid or sale prices (whichever is applicable) over

the thirty (30) day period (or portion thereof) ending three (3) days prior to the closing; and

(3) If there is no active public market„ the value
sha'll be tlhe fair market value thereof, as determined by the Board of Directors of the
Cotporatiion.

(B) The method of valuation of securities subject to
investment letter or other restrictions on free marketability (other than restrictions arising solely

by virtue of a stockholder's status as an affiliate or former affiliate) shall be to make an
appropriate discount from the market value determined as above in Section 2(c)(ii)(A) to reQcct
the approximate fair market value thereof, as mutually determined by the Board of Directors of
the Corporation.

ho'ider ol record of Series Z Preferred Stock written notice of such impending transaction not
later than ten (I0) days prior to the stockholders' meeting called to approve such transaction, or
twenty (20) days piior to the closing of such transaction, whichever is earlier, and shall also
noti fy such holders in writing of the final approval of such transaction. The first of such notices
shall describe ihe material terms and conditions of the impending transaction and the provisions
of this Section 2, and the Corporation shall thcreafler give such holders prompt notice of any
materia] changes. Thc transaction shall in no event take place sooner than ten (10) days after the
Cr&tporation hi.:ts given the first notice provided for herein or sooner than ten (10) days afier the
Corporation tuts given notice of any material changes provided for herein; provided, however,
that all such pririocls set forth in this paragraph may be shortened upon the written consent of the
holclers of Preferred Stock that are entitled to such notice rights or similar notice rights and that
represent at least a majority of the voting power of all then outstanding shares of preferred Stock,
voting together as a single class.

(iv) Eff of Non m 'alice. In the event the requirements of
this Sei;tion 2(c) afc not complied with, the Corporation shall forthwith either cause the closing
o:f thc transaction to be postponed until such requirements have been complied with, or cancel
such transaction, in which event the rights, preferences and privileges of the holders of the Series
Z Preferred Stock shall revert to and be the same as such rights, preferences and privileges
existing immediately prior to the date of the first notice referred to in Section 2(c)(iii) hereof.

-3-
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3. ~R& o . }i ith th*corp t' th hold fth S o' sZ
Pre fr=rred Stock shall have the unilateral right to call or redeem or cause to have called or

redeemed any shares of the Series Z Preferred. Stock.

4. C~*i a. Th hod fth 3 i Zp f SSt kd llh

(} Rett*cH. suhj ttos ti 4(}, h hsr fs d sz
Prcfeired Stock shaB be conveitible, at the option of the holder thereof, at any time after the date

of issuance of such share at the oflice of the Corporation or any transfer agent for such stock, into
such number of fully paid and nonassessable shares of Common Stock as is determined by
dividing $750,000 by the Series Z Conversion Price, determined as hereafter provided, in effect
on the date the certificate is surrendered for conversion. The initial Series Z Conversion Pnce
per share shall l&e $7.50. The Series Z Conversion Price shall be subject to adjustment as set
forth in Section 4(d).

(b) Automatic Conv rsion. Each share of Series Z Preferred Stock
shall automatic". dly be converted into shares of Common Stock at the Series Z Conversion Price
at the time in effect immediately upon the earlier of (i) except as provided below in Section 4(c),
the Corporation's sale of its Common Stock in a Qrm commitment underwritten public offering
ptasuratt a sit doastat tao tuudsrthoh udd Aot f}333s au add(th "~hurif
Act"), or {ii)the date specified by written consent or agreement of the holders of a majority of the
then outstanding shares ofPreferred Stock, voting together as a single class.

{c) Mechanics ef Cony ion. Before any holder of Series Z
Prc ferred Stock shall be entitled to convert the same into shares of Common Stock, he, she or it
shall surrender the certificate or certificates therefor, duly endorsed, at the oflice of the
Corporation or of any transfer agent for such series ofPreferred Stock, and shall give written
notice to the Corporation at its principal corporate office, of the election to convert the same and
shall state therein the name or names in which the certi6cate or certificates for shares of
Common Stock are to be issued. The Corporation shall„as soon as practicable thereafter, issue
and deliver at surh office to such holder ofPreferred Stock, or to the nominee or nominees of
such holder, a oertifhcate or certificates for the number of shares of Common Stock to which such
holder shall be entitled as aforesaid. Such conversion shall be deeined to have been made
immediately prior to the close of business on the date of such surrender of the shares of such
series of Preferred Stock to be converted, and the person or persons entitled to receive the shares
of Common Stork issuable upon such conversion shall be treated for all purposes as the record
holder or holders of such shares of Common Stock as of such date. If the conversion is in
connection with an underwritten offering of securities registered pursuant to the Securities Act
the conversion may, at the option of any holder tendering such Preferred Stork for conversion, be
conditioned upon the closing with the underwriters of the sale of securities pursuant to such
offering, in which event the person(s) entitled to receive Common Stock upon conversion of such
Preferred Stock shall not be deemed to have converted such Preferred Stock until immediately
piior to the clf}sing of such sale of securities.

4
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(d) paver ' Pri e us cuts referred Stock for S lits

guff~Corn ~sthyns. The Series Z Conversion Price shall be subject to adjustment from time to

time as fo1lows:

(i) Stoe S litsand Divide d. IntheeventtheCorporation
should at any time or from time to time after thc date upon which any shares of Series Z
P fmdnt h . f tie dfth "P~mD ta"jft* dd t f rth ty t ali f
split or subdivision elf the outstanding shares of Common Stock or the determination of holders

of Common Stock entitled to receive a dividend or other distribution payable in additional shares

of Comm~a Stock oi' other securities or rights ronvertible into, or entitling the bolder thereof to
receive directly or indirectly, additional shares of Common Stock (hereinafter referred to as
"Cnm~mn &to &~E'~isl "j tho tp yme t facy onsid t'o by chield* forthe
additional shares of Common Stock or the Common Stock Equivalents (including the additional

shares of Common Stock issuable upon conversion or exercise thereof), then, as of such record
date (or the date of such dividend distribution, split or subdivision ifno record date is fixed), the

Series Z Conversion Price shall be appropriately decreased so that the number of shares of
Common Stock issuable on conversion of each share of Series Z Preferred Stock shall be
increasedi in proportion to such increase of the aggregate of shares ofCommon Stock outstanding
and those issuable with respect to such Common Stock Equivalents.

Stock outstanding at any time after the Purchase Date is decreased by a combination of the
oulstandIing shares i&f Common Stock, then, following the record date of such combination„ the
Seiies Z Conversion Price shall be appropriately increased. so that the number of shares of
Common Stocltl issuable on conversion of each share of Series Z shall be decreased in proportion
to such decrease in outstanding shares,

(e) ~Rggpktalivatlons. If at any time or from time to time there shall
be a recapitalization of the Ccimmon Stock (other than a subdivision, combination or merger or
sale of assets tfans«ction provided for elsewhere in this Section 4 or Section 2) provision shall be
made so that the holders of the Series Z Preferred Stock shall thereaiter be entitled to receive
upon couversion of such Preferred Stock the number of shares of stock or other securities ot
property of the Coiporaiion or otherwise, to which a holder of Common Stock deliverable upon
conversion would have been entitled on such recapitalization. In any such case, appropriate
adjustment shidl bc made in the application of the provisions of this Section 4 with respect to the
rights of the hokiers of such Preferred Stock after the recapitalization to the eud that the
provisions of this Section 4 (including adjustment of the Conversion Price then in effect and the
number of shares»urchasable upon conversion of such Preferred Stock) shall be applicable after
that event and be as nearly equivalent as practicable.

flj N~y' t. &h c nm ti n ll t, by dn ntofits
Certificate of Incorporation or through any reorganization, recapitalization, transfer of assets,
consolidation, merger, dissolution, issue or sale of securities or any other voluntary action, avoid
or seek to avoid the observance or performance of any of the terms to be observed or performed
hereunder by the Corporation, but will at all times in good faith assist in the carrying out of all
the provisiont: of this Section 4 and in the taking of all such action as may be necessary or
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appropriate in order to protect the Conversion Rights of the holders ofPreferred Stock against

impairment.

(g)
'0 Fractiona Shares aud Ce tease as to Ad us eats.

(i) ?40 fractional shares shall be issued upon the conversion of
any share or shaies of the Series Z Preferred Stock, and the number of shares of Common Stock
to be issued shall be rounded to the nearest whole share. The number of shares issuable upon

such conversion shall be determined on the basis of the total number of shares of Series Z
Preferred Stock the hoMcr is at the time converting into Common Stock and the number of shares

of Common Stock issuable upon such aggregate conversion.

(ii) Vpon the occurrence of each adjustment or readjustment of
the Series Z Conversion Price pursuant to this Section 4, the Corporation, at its expense, shall

proinptly compute such adjustment or readjustment in accordance with the terms hereof and

prepare and funush to each holder of Series Z Preferred Stock a certificate setting forth such

adjustment or readjustment and showing in detail the facts upon which such adjustment or
readjustment is based. The Corporation shall, upon the written request at any time of any holder
of Series Z Preferred Stock, furnish or cause to be furnished to such hoMer a like certificat
setting forth (A) such adjustment and readjustment, (8) the Series Z Conversion price at the tiine
in effect, and (C) the number of shares of Common Stock and the amount, if any, of other
property which at thc time would be received upon the conversion of a share of Series Z
Preferred Stock.

(h) otices of Re ord Date. In the event of any taking by the
Corporation of 5 record of the holders of any class of securities for the purpose of determining
the holders thereof who arc entitled to receive any dividend (other than a cash dividend) or other
dismbuti on, any right to subscribe for, purchase or otherwise acquire any shares of stock of any
class or any other securities or property, or to receive any other right, the Corporation shall mal
to each holder of Series Z Preferred Stock, at least ten (10) days prior to the date specified
therein, a notice specifying the date on which any such record is to be taken for the purpose of
such dividend, distidbution or right, snd the amount and character of such dividend, distribution
or right.

(i) Reservation of Stock ssuable on Onvers on. The
Corporation shall at all times reserve and keep available out of its authorized but unissued shares
of Common St 0 ck, solely for the purpose of effecting the conversion of the shams of the Series Z
Preferred Stock, such number of'its shares of Common Stock as shall from time to time be
sufficierit to effect the conversion of all outstanding shares of Series Z Preferred Stock; and if at
any time the number of authorized but unissued shares ofCommon Stock shall not be sufficient
to effect the conveision of all then outstanding shares of Series Z Preferred Stock, in addition to
such other renIedies as shall be available to the holder of Series Z Preferred Stock, the
Corporation will take such corporate action as may, in thc opinion of its counsel, be necessary to
increase its audiorized but unissued shares of Common Stock to such number of shares as shall
be suQiicicnt fr&r such purposes, including, without limitation, engaging in best ef'forts to obtain
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the requisite stockholder approval of any necessary amendment to this Certificate of
Incorporation

(j) Notices. Any notice required by the provisions of this Section 4 to
be given to the holders of shares of Series Z Preferred Stock shall be deemed given if deposited

in the United States mail, first class postage prepaid, and addressed to each holder of record at his

address appearing on the books of the Corporation.

i. V~Ri ht. Thshold fe h h ofP*f edgt k h llh *ih
right to one vote for each share ofCommon Stock into which such Preferred Stock could then be
converteds snd hhdth respect to such vote, such holder shall have full voting rights and powers
equal to the votijig rights and powers of the holders of Common Stock, and shall be entitled,
notwithstsjnding any provision 'hereof, to notice of any stockholders' meeting in accordance with
the I3ylaws of the Cc rporation, and shall be entitled to vote, together with holders of Common
Stock, with respect to any question upon which holders of Common Stock have the right to vote.
Fractional votes shall not, however, be permitted and any fractional voting rights available on an
as-converted basis (after aggregating all shares into which shares of Preferred Stock held by each
holder could be converted) shall be rounded to the nearest whole number (with one-half being
rounded upward).

6. S 0 Conve tc Stoc . In the event any shares of Preferred Stock
shall be converted pursuant to Section 4 hereof, the shares so converted shall be cancelled and
shall not be issuable by the Corporation. This Certificate of Incorporation shall be appropriately
amended to effect the corresponding reduction in the Corporation's authorired capital stock.

(C) I:: R gt I The darts, P f rents, P i
'
I ges and t I tlo g ted to

and imposed on the Common Stock are as set forth below in this Article IV(C).

D~iid dRI hts. g hie tt Ih pdo 'ght fh ld felolass f
stock at the time outstanding having prior rights as to dividends, the holders of the Conunon
Stock shall be entitled to receive, when and as declared by the Board ofDirectors, out of any
assets of the Corporation legally available therefor, such dividends as may be declared from time
to time by the Board of Directors.

the Corporation„ the assets of the Corporation shall be distributed as provided in Section 2 of
Article IV(B).

3, ~demptlcn. The Common Stock is not redeemable.

s. ~Vd Rl hts. Th h ldr f seh h fcom gt kshllh th
right to one vote for' each such share, and shall be entitled to notice of any stockholders' meeting
in accordance with the Bylaws of this Corporation, and shall be entitled to vote upon such
matters and in such Inanner as may be provided by law; provided, however, that except as
othervtiise required by law, the holders of Common Stock, as such, shall not be entitled to vote on
any amendment lo this Certificate of Incorporation (including any Certificate of Designation

-7-
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relating to any series of Preferred Stork) that relates solely to the terms of one or more

outstanding series of Preferred Stock if the holders of such affected series are entitled, either

separately or together with the holders of one or more other such series, to vote thereon pursuant

to this Certificate of incorporation (including any Certificate ofDesignation relating to any series

of Preferred Stock) or pursuant to the General Corporation Law.

ARTICLE V

The name of the Corporation's incorporator is Jeff'rey M. Jones and the incorporator's

mailing address is c/0 Durham Jones 8c Pinegar, 111East Broadway, Suite 900, Salt Lake City,
Vtah 84111.

ARTICLE VI

Except as otherwise provided in the Certificate of Incorporation, in furtherance and not in

limitatiori of the powers conferred by statute, the Board of Directors of the Corporation is
expressly authorized to make, alter or repeal Bylaws of the Corporation.

ARTICLE VII

For the management of the business and for the conduct of the affairs of the Corporation,
and in further definition, limitation, and regulation of the powers of the Corporation and of its
directors and of its stockholders or any class thereof, as the case may be, it is further provided:

I. The management of the business and the conduct of the affairs of the
Corporation shall be vested in its Board of Directors, The number of directors which shall
constitute the whole Board of Directors shall be fixed by, or in the manner provided in, the
Bylaws. The phrase "whole Board" and the phrase "total number ofdirectors" shall be deemed
to have the same meaning, to wit, the total number of directors which the Corporation would
have if there were no vacancies, Elections ofdirectors need not be by written ballot unless the
Byiaws of the Coriroration shall so provide.

2. After the original or other Bylaws of the Corporation have been adopted,
amended, or ropes)ed, as the case may be, in accordance with the provisions of Section 109 of the
General Corporation Law, and, after the Corporation has received any payment for any of its
stock, the power to adopt, amend, or repeal the Bylaws of the Corporation may be exercised by
the Board of Directors of the Corporation; provided„however, that any provision for the
classification of directors of the Corporation for staggered terms pursuant to Section 141(d) of
the General Corporation Law shall be set forth in an initial Bylaw or in a Bylaw adopted by the
stockholders of the Corporation entitled to vote unless provisions for such classification shall be
set forth in thiis Amended and Restated Certificatc of Incorporation.

S. Whenever the Corporation shall be authorized to issue only one class of
stock, each outsbmding share shall entitle the holder thereof to notice of, and the right to vote at,
any meeting of stockholders. Whenever the Corporation shall be authorized to issue more than
one class of stock, no outstanding sharc of any class of stock which is denied voting power under
thc provisions of ibis Certificate of Incorporation shall entitle the holder thereof to the right to
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vote at any meeting of stockholders except as the provisions of Section 242(b)(2) of the General
Corporation Law shall otherwise require; provided, that no share of any such class which is
otheiwise denied voting power shall entitle the holder thereof to vote upon the increase or
decrease in the number of authorized shares of said class.

ARTICLE Vl11

Whenever a 443mpromise or arrangement is proposed between this Corporation and its
creditors or any class of them audlor between this Corporation and its stockholders or any class
of them, any court of equitable jurisdiction within the State of Delaware may, on the application
in a sununaiy way ot'this Corporation oi' of any creditor or stockholder thereof, or on the
application of any receiver or receivers appointed for this Corporation under the provisions of
Section 291 of Title 8 of the Delaware Code or on the application of trustees in dissolution or of
any receiver or receivers appointed for this Corporation under the provisions ofSection 279 of
Title 8 of the Delaware Code order a meeting of the creditors or class of creditors, andlor of the
stockholders or class of stockholders of this Corporation, as the case may be, to be summoned in
such manner as the said court directs. If a majority in number representing three-fourths in value
of the creditors or class of creditors, and/os of the stockholders or class of stockholders of this

Cotporation„as the case may be, agree to any compromise or arrangement and to any
reorganization of this Corporation as a consequence of such compromise or arrangement, the said
conipromise or arrangement and the said reorganization shall, if sanctioned by the court to which
the said application has been made, be binding on all the creditors or class of creditors, and/or on
all the suickholders or class of stockholders, of this Corporation, as the case may be, and also on
this Corlioratioc.

ARTICLE IX

To the fullest extent permitted by the Delaware General Corporation Law, as the same
exists or as may hereafter be amended, a director of the Corporation shall not be personally liable
to thc Corporation or its stockholders for monetary damages for breach of fiduriary duty as a
director. lf the General Corporation Law is amended, after approval by the stockholders of this
Article, to authorize any action by the Corporation which further eliminates or limits the personal
liability of directors, then the liability of a director of this Corporation shall be eliminated or
limited to the i'ullest extent permitted by thc General Corporation Law, as so amended.

Any amendment, repeal or modificstion of this Article IX, or the adoption of any
provisictn of this Certificate of Incorporation inconsistent with this Article IX, shall not adversely
affect any right or protection of a director of this Corporation existing at the time of such
amendment, rcpcah modification or adoption.

ARTICLE X

The Corporation shall, to the fullest extent permitted by the provisions of Section 145 of
the General Corporation Law, as the same may be amended and supplemented, indemnify any
and all persons whom it shall have power to indemnify under said section from and against any
and all of the expenses, liabilities, or other matters referred to in or covered by said section, and
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the indemnification provided for herein shall not be deemed exclusive of any other rights to
which those indemnitIed may be entitled under any Bylaw, agreement, vote of stockholders or
disinterested dirc ctors or otherwise, both as to action in his or her official capacity and as to
actic n in another capacity while holding such office, and shall continue as to a person who has
ceased to be a doctor, officer, employee, or agent and shall inure to the benefit of the heirs,
executors, and admirdstrators of such person.

Any amendment, repeal or modification of this Article X, or the adoption of any
provision of this Certificate of Incorporation inconsistent with this Article X, shall not adversely
affect any right or protection existing at the time of such amendment, repeal, modification or
adoption.

ARTICLE XI

Meetings of stockholders may be held within or without the State of Delaware, as the
Bylaws may pro vide. The books of this Corporation may be kept (subject to any provision
contained in the statutes) outside the State of Delaware at such place or places as may be
desigiiated from time to time by the Board of Directors or in the Bylaws of this Corporation.

ARTICLE XII

The Corporation reserves the right to amend, alter, change or repeal any provision
contained in this Restated Certificate of incorporation, in the manner now or hereafter prescribed
by statute, and &11 rights conferred upon stockholders herein are granted subject to this
reservation.

I, the undersigned, being the sole incorporator hereinbefore named, for the purpose of
forming a corporation pursuant to the General Corporation Law of the State of Delaware, do
make this certiYicatc, hereby declaring and certifying that this is my act and deyd and the facts
herein stated are true, and, accordingly, have hereunto set my hands this ~™dayofNovember,
2004.

Jc M. Jon, ole Incorporator

-10-
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CE!RTIFICATE OF AUTHORITY



The State of South Carolina

Office ofSecretary ofState Mark Hammond

Certificate of Authorization

I, Mark Hammond, Secretary of State of South Carolina Hereby certify that:

FONlx TELECOM, INC. ,

a corporation duly organized under the laws of the state of DELAWARE and

issued a certificate of authoriiy to transact business in South Carolina on May

31st, 2005, has on the date hereof filed all reports due this office, paid all fees,
taxes and penalties owed to the Secretary of State, that the Secretary of State
has not mailed notice to the Corporation that its authority to transact business in

South Carolina is subject to being revoked pursuant to Section 33-15-310 of the

1976 South Carolina Code, and no application for surrender of authority to do
business in Soutlt Carolina has been filed in this office as of the date hereof.

Given under my Hand and the Great
Seal of the State of South Carolina this
1st day of June, 2005.

Mark Hammond, Secretary of State



STATE OF SOUTH CAROLINA
SECRETARY OF STATE

'IV SEA TilgitiiE AND (XRIIEQr fd(]F5
4STAKEAI FRofd AND OCMPAREc tfrffff]5IFPLICA fION BV A FOREIGN CORPORATION

FOR A CERTIFICATE OF AUTHORITY
TO TRANSACT BUSINESS

IN THE STATE OF SOUTH CAROLINA

7//' I (Id

SECRET CF.i
hr Algaaesfl-N BIADK fNK

Pursuant to Section 33-15-103of ihe 1976 South Carolina Code of Laws, as amended, the undersigned
corporation hereby applies far authority ta transact business in the State of South Carolina, and far that
purpose, hereby submits the following statement:

1. The name of the &:orporation is, (see Sections 33-4-101 and 33-15-106 and Section 33-19-500(b)(1) if
the corporation is a professional corporation) penis Telecom, inc.

2. It is incarparated as (check applicable item) [K] a general business corporation, [ ] a professional
corporation, under the laws of the state of oelaware

3. The date of its incorporation is 11/12/goes
~e&etual

and the period of its duration is

4. The address ofthe principal aFice ofthe corporation is else south lsc Bast, suite 7cc inthe
Sireef Address

city of Sanriy and the state of Utah 64070
Zip Cade

5. The addres" af the proposed registered office the state of South Carolina is

sgco Thurmcnit Mall Boulevard in the city of
Street Address

Columbia in

South Carolina 262B1
Bip Cede

6. The name of the proposed registered agent in this state at such address is

Corporation Service Cci an
Print Name

I hereby consent to the appointment as registered agent of the coi poration.

crporaticn Service Comp y

Signature of ths Registered Agent

Jacquelz. ne N. Casper, Asst VPi 5/24/2005

0506014I064 FILED: 06I31/2005

FONIX TELECOM, INC.

lsllllllllltllllllll%llllll51)1llllllllllSIlllIlllllll

Mark Hammond South Carolina Secretary of State



Ponix Teleccm, Inc.
Name of Corporsrion

y. The name and usual business address of the corporadon's directors (if the corporation hes no
direotors, then the name and address of ths persons who are exercising the statutory authority of the
diremors on behalf of ths corporation) and principal officers:

a) Name of Directors

Thomas rt. Murriock

Business Address

9350 South 150 East, Suite 700

noser D. Iirrliley 9350 south 150 East, suite 'rnc

b) Name and Office
of Principal Officers

Business Address

Thomas n. Nnrrtock, president 9350 South 150 East, Sllite 700

noser D. 1)udlrw, CPC 9350 south 150 East, suite 700

S. Dale Smith, Sr. V.P. 5 Gen Nar 9350 South 150 East, Suite 700

Jelffrey Jones, Secretary 935D South 15D East, Suite 700

!l The aggregate rrumber of shares which the corpordbon has authority to issue. itemized by classes
andi series, if any, within a class:

Class of Shares (and Series, if any)

coremon

Authorized Number of Each Class (and Series)

1,100,000

9. Unless a delayet date is specified, this application shall be elfective when accepted for filing by the
Secretary of Stain {SeeSeciion 33-t-230):

Date ir5/24/2005 Fonix Tel
Name ofcorp

m, Inc.

Sisnatn

s. Dale smith, senior vice president
Type or Print Name end Oflice



27 408
'The first /tate

I, HARRIET SMITH WINDSOR, SECRETARY OF STATE OF THE STATE OF

DELAWARE, DO HEREBY CERTIFY aFONIX TELECOM, INC. n IS DULY

INCORPORATED UNDER THE LAWS OF THE STATE OF DELAWARE AND IS IN

GOOD STANDING AND HAS A LEGAL CORPORATE EXISTENCE SO FAR AS THE

RI', CORDS OF TFIIS OFFICE SHOW, AS OF THE TWENTY-FOURTH DAY OF MAY,

A. D. 2005.

AND I DO HEREBY FURTHER CERTIFY THAT THE SAID aFONIX

TELECOM, ZNC. a WAS INCORPORATED ON THE TENTH DAY OF NOVEMBER,

A. D. 2004.

AND I DO HEREBY FURTHER CERTIFY THAT THE FRANCHISE TAXES

HAVE 13EEN PAID TO DATE.

AND I DO HEREBY FURTHER CERTZFY THAT THE ANNUAL REPORTS HAVE

B1.'EN FZLEI) TO DATE.

3880188 8300

050429919

Harriet Smith Windsor, Secretary of State

AUTHENTICATZONt 3902335

DATE: 05-24 —05



STATE OF SOUTH CAROLINA

DEPARTMENT OF REVENUE

INITIAL ANNUAL REPORT OF CORPORATIONS

CL-1
(Rev. 8/y/03)

3134

Ollice UBB Only

P Rle Number P ENDING PERIOD
BImnlh

SID Number
Yvcr

For Escrelmy of Stslc Use Only
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NAME OF CORPORATION

PHYSICAL ADDRIESS OF HEADQUARTERS iuumeER AND srREEIl
9350 Scditn 180 saac:, suire 700

MAILING ADDRESS FOR TAX MATTERS
9350 sauch 150 scat, suite 700

CITY ANO STATE
Bcdy, tiz 84070
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cecity, OT 84070

ZIP
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DS
I'E
z
D

1,100,000 Ccdmnac
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Series
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9. The tatal number rif aushorlzed sha88s of capital stack itemized by dass and series, if any, within each mass is as
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Number of Siherss Class Series
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INITIAL ANNUAL REPORT - CL-1

The Infital Annual Report of Corporations is required to bs filed together with a remtfiance of the minimum license fee required

by Secfionii 12-2040 and 12-20.50 of the 2000 Cods as amended:
when Sling the lniTial Arficuw of i~on,

2. when tiling the Appgcsfian fur Certlficaia of Authority by a foreign corporation to trarwact business in South Carolina or
3. on or twlare sixly day: altei commencing business in South Carolina, or using a portian of capital in this slsie or acquiiding

ownership of, commencing inaintenance of or commendng operabon af one or more establishments or plants in this state.

~ The minimum fee of tsainty-five (625.00) dollars must be paid st the time such report is Sled.

~ interest due at thc prevefiing federal interest rate if this return is not fiied within 60 days after commencing business in

this stats.

~ Late filing of this return m'6 incur s delinquent penalty of 5% per manN not to exceed 25%.
gf nat fited within sixty (60) days of ths due date the penalty wlfi not be less than the lesser of one hundred (6100.00)
dollars or the amount af the fse due. )

~ I ite payment of tlie Sainse fee will incur a penalty of 1/2% per month not to exceed 25%.

e Aildrsss Definibc&ns: Each of these are self explanatory. The mailing address for tax matters will be used if
airrespondence related to your taxes must be sent to you.

LINE INSTRUCTIONS

~ FED E'I Nurntwr - lf this nuinber has not been obtained, wrfte appfiied for" or "to be applied far" in the space provided. The
FED ifi Number can tis applied for and abtalned via the internet, directly from the IRS Web site www. irs.gov 24 hours a
dsy. 7 days s week. Business owners or their tax prafesslonsl rspresentafivs can enter "Eihr as a keyvmrd to begin the
process. Whfie the Internet is the prsfimed method for applying far EIN's. business owners msy sbfi obtain EIN's via
telephone by calling 14I00 829-4933 from 7i30 a.m. to 5:30 p.m. in their local time zone. ar by mailing ar faxing Form SS-4,
as pmvided in the form's indrucfians.

Line 2 ~ If year end date has crit been established, wrfie "not known" in the space provided.

Line 5 - If principal otfice is nol in existence at the time af filing, writs "not estabtished" in the space provided.

Line 6- li business has not started at the tirrw af Sling. state expected date.

Line 6 - lf afi of these posiTiuis have not been Sled. please indicate and provide names and posTiions known at the time of
iiling.

Social Security Privacy Act Disclosure
It is voluntary that you provide the social sfeurity number of ths individual directors on this tax form. 42 U.S.C 405(c)(2)(C)(i)
permits s state to use un Individual's social security number as rrwans of identification in administration of any tsx SC
Regulafion 117-201 maridatss that sny person required to make a return to the SC Department of Revenue shaN provide
identifying numbers, as prescribed, for serxsing proper idenfificabon. Your social security number is used lor ideniification
purposes

Linc 10 - If no shares have been issued at the tirre of filing, please indicate.

Special Instruct. iona for Limited Liability Companies Taxed for Income Tax Purposes as Corporation snd Professional or
Other Associations Taxed for Income Tax Purposes as Corporations.

If your organizsfion is either a limited liability company or an association taxed for income tax purposes as a corporation.
some of the terms used in this form may require s reading suited to your organization. As sxampleK
1. "Ciirporation" stxiuld be inhxpretedto mean limited liability company or assouation;
2. "Slate of incorporation" should bs read to mean state of organizafion;
3. "Shareholdem" should be interpreted to mean members;
4. "Director"' or "ofhcer" ." hould be interpreted to mean manager or managing member. and
5. ' Incorponxtor" should tie read to mean pemon fuming the association or Suited iiabi(ity company.

Sections requesting cerlain information such as number cf shares of stock may not apply Io your organlzafion and should be
so Indkaded.



EXHIBIT A
LIST OF OFFICERS AND DIRECTORS



Of icer/Direct&rr Name and A&ldress Percenta e Ownershi

Fonix Cot3roration
9350 South 150 East
Suite 700
Sandy, UT 84070

100%

Thomas A. Murdi clt

President/Director
9350 South 150 East
Suite 700
Sandy, UT 84070

Roger D. Dudley
CE 0/Director
9350 South 150 E ast
Suite 700
Sandy, UT 84070

W Dale limith

Sr Vice Presideni

9350 South 150 E ast
Suite 700
Sandy, UT 84070

Michael E. Britt
Vice President of Regulatory & Channel Development

9350 South 150 1 ast
Suite 700
Sandy, UT 84070

Matthew C. Sine. .

Vice President of Operations
9350 South 150 E ast
Suite 700
Sandy, UT 84070

Jeffrey M. Jones
Secretary
9350 South 150 1 ast
Suite 700
Sandy, UT 84070
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PAGE 1
&~at~ of B~iao ure

SECRETARY OF STATE
DIVISION OF CORPORATIONS

P.O. BOX 898
DOVER, DELAWARE I9903

040818468

9314093
DURHAM ZONES 8 PINEGAR
111 E BROADWAY
STE 900
SALT LAKE CITY
ATTN: EATERYN K SHELTON

VT 84111

DESCRIPTION

11-12-20D4

AMOUNT

FONIX TELECOM, INC.
388D188 0240 Amendment; Domestic

Amendment Fee
Recei ving/Indexing

Data Entry Fee
Court Municipality Fee, Wi1m.

Surcharge Assessment-New Castle
Page Assessment:-New' Castle Count

Expedite Fee, Same Day

Fl'ZING TOTAL

TOTAL PAYMENTS

SERVICE REQVEST BALANCE

30.00
50.00
5.00

20. 00
6.00

27. 00
100.00

238. 0D

238. 00

.00
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State tp6 Delaware
Senretarlr t26 State

Diirisictn ct6 Cctrzynrati nna
Z) linlered 02.17 EZkr 11/12/2004

FXLSD 02)17 Zlze 11/12/2004
Szzzy 040818468 " 3880188 FXDS

OF CERTIFICATE OF INCORPORATION
OF

FONIX TELECOM HOLDINGSP INC
(HEREAFTER TO EE KNOWN AS FONIX TELECOM, INC. e)

A DEI.AWARE STOCK CORPORATION

The, undersigned„being the Secretary ofFONIX TELECOM HOLDINGS, INC. , 0

Delaware corporation, hereafter to be known as FONIX TELECOM, INC. , hereby certifies as

follows:

l. The name of this corporation is FONIX TELECOM HOLDINGS, INC. , a Delaware
cozporation. 'Ihe corporation was incorporated on November 10„2004.

This Certificate of Amendment of Certificate of Incorporation of FONIX TELECOM
HOUSINGS, INC. amends in its entirety ARTICLE I of the Certificate of Incorporation
pursuant to Section 242 of the General Corporation Law of the State ofDelaware, to
provide for a corporate n arne change.

3. Thc text of tlie amendznent to the Certificate of Incorporation of the Corporation adopted
by an Action by Written Consent of the Directors of the Corporation is as follows:

ARTICLE I

Ther cofthi rpoati ief niaT1, t c. (lh hC~ati ").

4, This Certificate of Amendment of Certificate of Incorporation of FONIX TELECOM
HOLDINGS, INC. further amends ARTICLE IV, Paragraph (8) Ri hts Prc erences and
lt. trielio ofP f* nikt k 2. ~nidati (a)P~rf ee fth Centd te*f
bscorporation in its entirety pursuant to Section 242 of the General Corporation Law of
the State of Delaware, to amend the amount per share calculation.

The text of the amendment to ARTICLE IV, Paragraph (E)Ri h references snd
ffk~trk i ~efp f oed nt k 2. ~used t'o (a) a~refer c t the certif at f
in elp ti *fth C rp lion d ptnlhy

gati

hyW'n Co otofth
Directors of the Corporation is as follows:

2. 2~lid tio .

(a) Preference. In the event of any liquidation, dissolution or
winding up cf the Corporation, either voluntary or involuntary, the holders of the
Series Z Preff:rred Stock shall bc entitled to receive, prior snd in preference to any
distributions of any of the assets of the Corporation to the holders of Common
Stock or any series ofPreferred Stork of the Corporation by reason of their
ownership thereof, an amount per share equal to (i) thirty percent (30%) of the
proceeds available for distzibution to stockholders of the Corporation, divided by
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6. Thi" Certi6cate of Amendment of Certi6cate of Incorporation has been duly approved by
the 'board. of directors and was recommended for appxovai to the sole stockholder.

This CerH6cate of Amendtnent of Certi6cate of Incorporation has been duly approved by
consent of the sole stockholder pursuant to the requirements of Sections 242 of the
General Corporation Law of the State of Delaware, The total number of outstanding
shares of the corporation is 100,000 shares of Common Stock. Zero (0) shares voted
against the saine.

S. The capital of the Corporation shall not be reduced under or by reason of said
amendment.

The undersigt ted hereby declares and certi6es that the facts stated herein are true and has

accordingly hereunto signed this certificate as ofNovember 12th, 2004,

FONIX TEl.ECOM, INC.

Jeffrey M, Jones
Secretary



PAGE
State af 9~1amarj.

SECRETARY OF STATE
DIVISION OF CORPORATIONS

P.O. SOX 898
DOVER, DELAWARE 19903

040813343

9314093
DURHAM ZONES 8 P,ENEGAR
111 Z BROADWAY
STE 900
SALT LAKE CITY UT
ATTN: HAT'BRYN K. SHZI TON

84111
X

11-12-2004

DESCRIPTION

FONIX TELECOM HOLDINGS, 1'NC.
3880188 01028 Incorp Delaware Stock Co.

Incorpora ti on Fee
Receiving/Indexing

Da ta Zn try Fee
Court Municipality Fee, Nilm.

Surcharge Assessment-New Castle
Page Assessment-New Castle Count

Expedite Fee, 24 Hour

FILING TOTAL

TOTAL PAYMENTS

SERVICE BEQUEST BALANCE

AhIOLINT

15.00
25. 00
5.00

20. 00
6.00

99.00
50. 00

220. 00

220. 00

.00
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State of Zulawaxe
Secretary of State

Division of Corporations
Delivexetd 04&07 Ear 11/10/2004

FZZZD 04&07 SM 11/10/2004
s&rY 040813343 — 3880188 Eras

CERTIFICATE OF INCORPORATION

OF

FONIX TELECOM HOLDINGS, INC.

ARTICLE I

The same of this corporation is Fonix Telecom Holdings, Inc. (the "~Crpor~ati Ii").

ARTICLE II

The address of the registered office of the Corporation in the State ofDelaware is
1209 Orange Street, in the City of Wilmington, 19801,County ofNew Castle. The name of its

registered agent at such address is The Corporation Trust Company,

The purpose of the Corporation is to engage in any lawful act or activity for which
corporations may bc orgardzed under the Delaware General Corporation Law.

ARTICLE IV

(A) ~eoist rh corp ti* iso thori*sdtoissu os i sssorsto kt
h d sip«st d, sp t' ty. "toom st k" oui "p*i' odsto k." rh toto& «uh*r rsi
which the Corporation is authorized to issue is One Million One Hundred Thousand (1,100,000)
shares, each with a par value of $0,001 per share. One Million (1,000,000) shares shall be
Common Stock and On'e Hundred Thousand (l 00,000) shares shall be Preferred Stock.

(B) ~RI ht Preferences nd Restrictions cfPreferred Stack. The Preferred Stock
authorized by this Certificate of Incorporation may be issued from time to time in onc or more
series. The rights. preferences, privileges, and restrictions granted to and imposed on the Series
Z Prefened Stock, which series shall consist of One Hundred Thousand (100,000) shares (the
"$~e' Z porc LStock"), are as set forth below in this Article IV(B). Subject to compliance
with applirable pr&rtcctive voting rights which have been or may be granted to the Preferred
Stock or series thereof in Certificates ofDesignation or this Corporation's Certificate of
Incorporation ("Protective Provis'o s"), the Board of Directors is hereby authorized to fix aud
determine or alter the rights, preferences, privileges and restrictions granted to or imposed upon
and other matters relating to unissued series of Preferred Sto~k, and the number of shares
constituting arly such series and the designation thereof, or of any of them. Subject to
compliance with applicable Protective Provisions, the rights, privileges, preferences and
restrictions of any such additional series may be subordinated to, pari passu with (including,
without limitation, inclusion in provisions with respect to liquidation and acquisition preferences,
redemption and/or approval of matters by vote or written ccnaent), or senior tO any Of those of;

any present or future class or series ofPreferred Stock or Common Stock. Subject to compliance

-1-
0'errideae of Inc tip (Series Z) -yonix re&econ& Holdings, ine,
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with appficable Protective Provisions, the Board ofDirectors is also authorized to increase or
decrease thie number of shares oi' any series, prior or subsequent to the issue of that series, but not

below the number of shares of such series then outstanding. In case the number of shares of any

series shall be so deci eased, the shares constituting such decrease shall resume the status which

they had prior to the iidoption of thc resolution originally fixing the number of shares of' such

series.

be entitled to receive dividends.

2. ~lid
(i g~ io. too o t r rgg id tio, dit i ti o iodiog

up cf the Corporation, either voluntary or involuntary, the holders of the Series Z Preferred Stock
shall be entitled to receive, prior and in preference to any distribution of any of thc assets of the
Corporation to thc holders of Common Stock or any series ofPreferred Stock of the Corporation
by reason of their ownership thereof, an amount per share equal to (i) twenty-five percent (25%)
of the first Twenty hdillion Dollars ($20,000,000) plus fifteen percent (I5%) of any amounts

greater than Twenty Million Dollars ($20,000,000), of the proceeds available for di.stribution to

(b) R mainin A ts. Afier the distribution described in Section 2{a)
above has been paid, the remaining assets of the Corporation available for distribution to
stockholders shall be distributed atnong the holders of the Common Stock pro rata based on the
nuinber of shares oi Common Stock held by each.

(c) Certain A uisitio

(i) Dee ed Li uidatic . For purposes of this Section 2, a
liquidation, dissolution or winding up of the Corporation shall be deemed to occur if {A) the
Corporation shall sell, convey, or otherwise dispose of all or substantiafiy all of its property or
business, (8) the Corporation shaH merge with or into or consolidate with any other corporation
(other tlian a wholly-owned subsidiary corporation) and. the stockholders of the Corporation
immediately prior I'.o such merger or consolidation do not own a majority of the outstanding
shares of the surviving or acquiring corporation, or (C) a transaction or series of related
triuisactions in which the stockholders transfer more than fifty percent (50%) of the voting power
of the C'orporation, except in each case (1) transaction(s) which create a mere security interest,

(2) any transfer to a stockholder's affiliates„ancestors, descendants or spouse or to a trust for
their or such stockholder's benefit, or (3) a merger effected exclusively for the purpose of
changing the domicile of the Corporation.

(ii) Valuation of Consideration. In the event of a deemed
liquidation as described in Section 2(c){i)above, if the consideration received by the Corporation
is other than cash, its value will be deemed its fair market value as determined in good faith by
the Board of Directors of the Corporation. Any securities shall be valued as follows:

-2-
C'crlificnic or Ingxtrp tscridg Z) -Ponix Toiccont Iloldingg, Ino.
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(A) Securities not subject to investment letter or other

similar restrictions on free marketability (other than restrictions arising solely by virtue of a

stockholder's status as an affiliate or former affiliate:

(I) If traded on a securities exchange or the

Nasdaq Stock Market, the value shall be deeined to be the average of the closing prices of the

securities on such exchange over the thirty (30) day period (or portion thereof) ending three (3)
days prior to thc clo& ing;

(2) If actively traded over-the-counter, the value
shall be deemed to be the average of the closing bid or sale prices (whichever is applicable) over

the thirty (30) day period (or portion thereof) ending three (3) days prior to the closing; and

(3) If there is no active public market„ the value
sha'll be tlhe fair market value thereof, as determined by the Board of Directors of the
Cotporatiion.

(B) The method of valuation of securities subject to
investment letter or other restrictions on free marketability (other than restrictions arising solely

by virtue of a stockholder's status as an affiliate or former affiliate) shall be to make an
appropriate discount from the market value determined as above in Section 2(c)(ii)(A) to reQcct
the approximate fair market value thereof, as mutually determined by the Board of Directors of
the Corporation.

ho'ider ol record of Series Z Preferred Stock written notice of such impending transaction not
later than ten (I0) days prior to the stockholders' meeting called to approve such transaction, or
twenty (20) days piior to the closing of such transaction, whichever is earlier, and shall also
noti fy such holders in writing of the final approval of such transaction. The first of such notices
shall describe ihe material terms and conditions of the impending transaction and the provisions
of this Section 2, and the Corporation shall thcreafler give such holders prompt notice of any
materia] changes. Thc transaction shall in no event take place sooner than ten (10) days after the
Cr&tporation hi.:ts given the first notice provided for herein or sooner than ten (10) days afier the
Corporation tuts given notice of any material changes provided for herein; provided, however,
that all such pririocls set forth in this paragraph may be shortened upon the written consent of the
holclers of Preferred Stock that are entitled to such notice rights or similar notice rights and that
represent at least a majority of the voting power of all then outstanding shares of preferred Stock,
voting together as a single class.

(iv) Eff of Non m 'alice. In the event the requirements of
this Sei;tion 2(c) afc not complied with, the Corporation shall forthwith either cause the closing
o:f thc transaction to be postponed until such requirements have been complied with, or cancel
such transaction, in which event the rights, preferences and privileges of the holders of the Series
Z Preferred Stock shall revert to and be the same as such rights, preferences and privileges
existing immediately prior to the date of the first notice referred to in Section 2(c)(iii) hereof.

-3-
certificate of cneorp (series z) -Fonix Teieeorn Holdings, lne.



llilor'04 }4ED 14.' 08 FAX 1 801 415 0500 D'L&REA}4 JONES 44 FINEGAR (4&j 0

3. ~R& o . }i ith th*corp t' th hold fth S o' sZ
Pre fr=rred Stock shall have the unilateral right to call or redeem or cause to have called or

redeemed any shares of the Series Z Preferred. Stock.

4. C~*i a. Th hod fth 3 i Zp f SSt kd llh

(} Rett*cH. suhj ttos ti 4(}, h hsr fs d sz
Prcfeired Stock shaB be conveitible, at the option of the holder thereof, at any time after the date

of issuance of such share at the oflice of the Corporation or any transfer agent for such stock, into
such number of fully paid and nonassessable shares of Common Stock as is determined by
dividing $750,000 by the Series Z Conversion Price, determined as hereafter provided, in effect
on the date the certificate is surrendered for conversion. The initial Series Z Conversion Pnce
per share shall l&e $7.50. The Series Z Conversion Price shall be subject to adjustment as set
forth in Section 4(d).

(b) Automatic Conv rsion. Each share of Series Z Preferred Stock
shall automatic". dly be converted into shares of Common Stock at the Series Z Conversion Price
at the time in effect immediately upon the earlier of (i) except as provided below in Section 4(c),
the Corporation's sale of its Common Stock in a Qrm commitment underwritten public offering
ptasuratt a sit doastat tao tuudsrthoh udd Aot f}333s au add(th "~hurif
Act"), or {ii)the date specified by written consent or agreement of the holders of a majority of the
then outstanding shares ofPreferred Stock, voting together as a single class.

{c) Mechanics ef Cony ion. Before any holder of Series Z
Prc ferred Stock shall be entitled to convert the same into shares of Common Stock, he, she or it
shall surrender the certificate or certificates therefor, duly endorsed, at the oflice of the
Corporation or of any transfer agent for such series ofPreferred Stock, and shall give written
notice to the Corporation at its principal corporate office, of the election to convert the same and
shall state therein the name or names in which the certi6cate or certificates for shares of
Common Stock are to be issued. The Corporation shall„as soon as practicable thereafter, issue
and deliver at surh office to such holder ofPreferred Stock, or to the nominee or nominees of
such holder, a oertifhcate or certificates for the number of shares of Common Stock to which such
holder shall be entitled as aforesaid. Such conversion shall be deeined to have been made
immediately prior to the close of business on the date of such surrender of the shares of such
series of Preferred Stock to be converted, and the person or persons entitled to receive the shares
of Common Stork issuable upon such conversion shall be treated for all purposes as the record
holder or holders of such shares of Common Stock as of such date. If the conversion is in
connection with an underwritten offering of securities registered pursuant to the Securities Act
the conversion may, at the option of any holder tendering such Preferred Stork for conversion, be
conditioned upon the closing with the underwriters of the sale of securities pursuant to such
offering, in which event the person(s) entitled to receive Common Stock upon conversion of such
Preferred Stock shall not be deemed to have converted such Preferred Stock until immediately
piior to the clf}sing of such sale of securities.

4
crifiificato of iooofj& (series 2) -Fooix Tejecom Hold joss, Ioo,
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(d) paver ' Pri e us cuts referred Stock for S lits

guff~Corn ~sthyns. The Series Z Conversion Price shall be subject to adjustment from time to

time as fo1lows:

(i) Stoe S litsand Divide d. IntheeventtheCorporation
should at any time or from time to time after thc date upon which any shares of Series Z
P fmdnt h . f tie dfth "P~mD tamjft* dd t f rth ty t ali f
split or subdivision elf the outstanding shares of Common Stock or the determination of holders

of Common Stock entitled to receive a dividend or other distribution payable in additional shares

of Comm~a Stock oi' other securities or rights ronvertible into, or entitling the bolder thereof to
receive directly or indirectly, additional shares of Common Stock (hereinafter referred to as
"Cnm~mn &to &~E'~isl "j tho tp yme t facy onsid t'o by chield* forthe
additional shares of Common Stock or the Common Stock Equivalents (including the additional

shares of Common Stock issuable upon conversion or exercise thereof), then, as of such record
date (or the date of such dividend distribution, split or subdivision ifno record date is fixed), the

Series Z Conversion Price shall be appropriately decreased so that the number of shares of
Common Stock issuable on conversion of each share of Series Z Preferred Stock shall be
increasedi in proportion to such increase of the aggregate of shares ofCommon Stock outstanding
and those issuable with respect to such Common Stock Equivalents.

Stock outstanding at any time after the Purchase Date is decreased by a combination of the
oulstandIing shares i&f Common Stock, then, following the record date of such combination„ the
Seiies Z Conversion Price shall be appropriately increased. so that the number of shares of
Common Stocltl issuable on conversion of each share of Series Z shall be decreased in proportion
to such decrease in outstanding shares,

(e) ~Rggpktalivatlons. If at any time or from time to time there shall
be a recapitalization of the Ccimmon Stock (other than a subdivision, combination or merger or
sale of assets tfans«ction provided for elsewhere in this Section 4 or Section 2) provision shall be
made so that the holders of the Series Z Preferred Stock shall thereaiter be entitled to receive
upon couversion of such Preferred Stock the number of shares of stock or other securities ot
property of the Coiporaiion or otherwise, to which a holder of Common Stock deliverable upon
conversion would have been entitled on such recapitalization. In any such case, appropriate
adjustment shidl bc made in the application of the provisions of this Section 4 with respect to the
rights of the hokiers of such Preferred Stock after the recapitalization to the eud that the
provisions of this Section 4 (including adjustment of the Conversion Price then in effect and the
number of shares»urchasable upon conversion of such Preferred Stock) shall be applicable after
that event and be as nearly equivalent as practicable.

flj N~y' t. &h c nm ti n ll t, by dn ntofits
Certificate of Incorporation or through any reorganization, recapitalization, transfer of assets,
consolidation, merger, dissolution, issue or sale of securities or any other voluntary action, avoid
or seek to avoid the observance or performance of any of the terms to be observed or performed
hereunder by the Corporation, but will at all times in good faith assist in the carrying out of all
the provisiont: of this Section 4 and in the taking of all such action as may be necessary or
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appropriate in order to protect the Conversion Rights of the holders ofPreferred Stock against

impairment.

(g)
'0 Fractiona Shares aud Ce tease as to Ad us eats.

(i) ?40 fractional shares shall be issued upon the conversion of
any share or shaies of the Series Z Preferred Stock, and the number of shares of Common Stock
to be issued shall be rounded to the nearest whole share. The number of shares issuable upon

such conversion shall be determined on the basis of the total number of shares of Series Z
Preferred Stock the hoMcr is at the time converting into Common Stock and the number of shares

of Common Stock issuable upon such aggregate conversion.

(ii) Vpon the occurrence of each adjustment or readjustment of
the Series Z Conversion Price pursuant to this Section 4, the Corporation, at its expense, shall

proinptly compute such adjustment or readjustment in accordance with the terms hereof and

prepare and funush to each holder of Series Z Preferred Stock a certificate setting forth such

adjustment or readjustment and showing in detail the facts upon which such adjustment or
readjustment is based. The Corporation shall, upon the written request at any time of any holder
of Series Z Preferred Stock, furnish or cause to be furnished to such hoMer a like certificat
setting forth (A) such adjustment and readjustment, (8) the Series Z Conversion price at the tiine
in effect, and (C) the number of shares of Common Stock and the amount, if any, of other
property which at thc time would be received upon the conversion of a share of Series Z
Preferred Stock.

(h) otices of Re ord Date. In the event of any taking by the
Corporation of 5 record of the holders of any class of securities for the purpose of determining
the holders thereof who arc entitled to receive any dividend (other than a cash dividend) or other
dismbuti on, any right to subscribe for, purchase or otherwise acquire any shares of stock of any
class or any other securities or property, or to receive any other right, the Corporation shall mal
to each holder of Series Z Preferred Stock, at least ten (10) days prior to the date specified
therein, a notice specifying the date on which any such record is to be taken for the purpose of
such dividend, distidbution or right, snd the amount and character of such dividend, distribution
or right.

(i) Reservation of Stock ssuable on Onvers on. The
Corporation shall at all times reserve and keep available out of its authorized but unissued shares
of Common St 0 ck, solely for the purpose of effecting the conversion of the shams of the Series Z
Preferred Stock, such number of'its shares of Common Stock as shall from time to time be
sufficierit to effect the conversion of all outstanding shares of Series Z Preferred Stock; and if at
any time the number of authorized but unissued shares ofCommon Stock shall not be sufficient
to effect the conveision of all then outstanding shares of Series Z Preferred Stock, in addition to
such other renIedies as shall be available to the holder of Series Z Preferred Stock, the
Corporation will take such corporate action as may, in thc opinion of its counsel, be necessary to
increase its audiorized but unissued shares of Common Stock to such number of shares as shall
be suQiicicnt fr&r such purposes, including, without limitation, engaging in best ef'forts to obtain
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the requisite stockholder approval of any necessary amendment to this Certificate of
Incorporation

(j) Notices. Any notice required by the provisions of this Section 4 to
be given to the holders of shares of Series Z Preferred Stock shall be deemed given if deposited

in the United States mail, first class postage prepaid, and addressed to each holder of record at his

address appearing on the books of the Corporation.

i. V~Ri ht. Thshold fe h h ofP*f edgt k h llh *ih
right to one vote for each share ofCommon Stock into which such Preferred Stock could then be
converteds snd hhdth respect to such vote, such holder shall have full voting rights and powers
equal to the votijig rights and powers of the holders of Common Stock, and shall be entitled,
notwithstsjnding any provision 'hereof, to notice of any stockholders' meeting in accordance with
the I3ylaws of the Cc rporation, and shall be entitled to vote, together with holders of Common
Stock, with respect to any question upon which holders of Common Stock have the right to vote.
Fractional votes shall not, however, be permitted and any fractional voting rights available on an
as-converted basis (after aggregating all shares into which shares of Preferred Stock held by each
holder could be converted) shall be rounded to the nearest whole number (with one-half being
rounded upward).

6. S 0 Conve tc Stoc . In the event any shares of Preferred Stock
shall be converted pursuant to Section 4 hereof, the shares so converted shall be cancelled and
shall not be issuable by the Corporation. This Certificate of Incorporation shall be appropriately
amended to effect the corresponding reduction in the Corporation's authorired capital stock.

(C) I:: R gt I The darts, P f rents, P i
'
I ges and t I tlo g ted to

and imposed on the Common Stock are as set forth below in this Article IV(C).

D~iid dRI hts. g hie tt Ih pdo 'ght fh ld felolass f
stock at the time outstanding having prior rights as to dividends, the holders of the Conunon
Stock shall be entitled to receive, when and as declared by the Board ofDirectors, out of any
assets of the Corporation legally available therefor, such dividends as may be declared from time
to time by the Board of Directors.

the Corporation„ the assets of the Corporation shall be distributed as provided in Section 2 of
Article IV(B).

3, ~demptlcn. The Common Stock is not redeemable.

s. ~Vd Rl hts. Th h ldr f seh h fcom gt kshllh th
right to one vote for' each such share, and shall be entitled to notice of any stockholders' meeting
in accordance with the Bylaws of this Corporation, and shall be entitled to vote upon such
matters and in such Inanner as may be provided by law; provided, however, that except as
othervtiise required by law, the holders of Common Stock, as such, shall not be entitled to vote on
any amendment lo this Certificate of Incorporation (including any Certificate of Designation

-7-
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relating to any series of Preferred Stork) that relates solely to the terms of one or more

outstanding series of Preferred Stock if the holders of such affected series are entitled, either

separately or together with the holders of one or more other such series, to vote thereon pursuant

to this Certificate of incorporation (including any Certificate ofDesignation relating to any series

of Preferred Stock) or pursuant to the General Corporation Law.

ARTICLE V

The name of the Corporation's incorporator is Jeff'rey M. Jones and the incorporator's

mailing address is c/0 Durham Jones 8c Pinegar, 111East Broadway, Suite 900, Salt Lake City,
Vtah 84111.

ARTICLE VI

Except as otherwise provided in the Certificate of Incorporation, in furtherance and not in

limitatiori of the powers conferred by statute, the Board of Directors of the Corporation is
expressly authorized to make, alter or repeal Bylaws of the Corporation.

ARTICLE VII

For the management of the business and for the conduct of the affairs of the Corporation,
and in further definition, limitation, and regulation of the powers of the Corporation and of its
directors and of its stockholders or any class thereof, as the case may be, it is further provided:

I. The management of the business and the conduct of the affairs of the
Corporation shall be vested in its Board of Directors, The number of directors which shall
constitute the whole Board of Directors shall be fixed by, or in the manner provided in, the
Bylaws. The phrase "whole Board" and the phrase "total number ofdirectors" shall be deemed
to have the same meaning, to wit, the total number of directors which the Corporation would
have if there were no vacancies, Elections ofdirectors need not be by written ballot unless the
Byiaws of the Coriroration shall so provide.

2. After the original or other Bylaws of the Corporation have been adopted,
amended, or ropes)ed, as the case may be, in accordance with the provisions of Section 109 of the
General Corporation Law, and, after the Corporation has received any payment for any of its
stock, the power to adopt, amend, or repeal the Bylaws of the Corporation may be exercised by
the Board of Directors of the Corporation; provided„however, that any provision for the
classification of directors of the Corporation for staggered terms pursuant to Section 141(d) of
the General Corporation Law shall be set forth in an initial Bylaw or in a Bylaw adopted by the
stockholders of the Corporation entitled to vote unless provisions for such classification shall be
set forth in thiis Amended and Restated Certificatc of Incorporation.

S. Whenever the Corporation shall be authorized to issue only one class of
stock, each outsbmding share shall entitle the holder thereof to notice of, and the right to vote at,
any meeting of stockholders. Whenever the Corporation shall be authorized to issue more than
one class of stock, no outstanding sharc of any class of stock which is denied voting power under
thc provisions of ibis Certificate of Incorporation shall entitle the holder thereof to the right to

-8-
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vote at any meeting of stockholders except as the provisions of Section 242(b)(2) of the General
Corporation Law shall otherwise require; provided, that no share of any such class which is
otheiwise denied voting power shall entitle the holder thereof to vote upon the increase or
decrease in the number of authorized shares of said class.

ARTICLE Vl11

Whenever a 443mpromise or arrangement is proposed between this Corporation and its
creditors or any class of them audlor between this Corporation and its stockholders or any class
of them, any court of equitable jurisdiction within the State of Delaware may, on the application
in a sununaiy way ot'this Corporation oi' of any creditor or stockholder thereof, or on the
application of any receiver or receivers appointed for this Corporation under the provisions of
Section 291 of Title 8 of the Delaware Code or on the application of trustees in dissolution or of
any receiver or receivers appointed for this Corporation under the provisions ofSection 279 of
Title 8 of the Delaware Code order a meeting of the creditors or class of creditors, andlor of the
stockholders or class of stockholders of this Corporation, as the case may be, to be summoned in
such manner as the said court directs. If a majority in number representing three-fourths in value
of the creditors or class of creditors, and/os of the stockholders or class of stockholders of this

Cotporation„as the case may be, agree to any compromise or arrangement and to any
reorganization of this Corporation as a consequence of such compromise or arrangement, the said
conipromise or arrangement and the said reorganization shall, if sanctioned by the court to which
the said application has been made, be binding on all the creditors or class of creditors, and/or on
all the suickholders or class of stockholders, of this Corporation, as the case may be, and also on
this Corlioratioc.

ARTICLE IX

To the fullest extent permitted by the Delaware General Corporation Law, as the same
exists or as may hereafter be amended, a director of the Corporation shall not be personally liable
to thc Corporation or its stockholders for monetary damages for breach of fiduriary duty as a
director. lf the General Corporation Law is amended, after approval by the stockholders of this
Article, to authorize any action by the Corporation which further eliminates or limits the personal
liability of directors, then the liability of a director of this Corporation shall be eliminated or
limited to the i'ullest extent permitted by thc General Corporation Law, as so amended.

Any amendment, repeal or modificstion of this Article IX, or the adoption of any
provisictn of this Certificate of Incorporation inconsistent with this Article IX, shall not adversely
affect any right or protection of a director of this Corporation existing at the time of such
amendment, rcpcah modification or adoption.

ARTICLE X

The Corporation shall, to the fullest extent permitted by the provisions of Section 145 of
the General Corporation Law, as the same may be amended and supplemented, indemnify any
and all persons whom it shall have power to indemnify under said section from and against any
and all of the expenses, liabilities, or other matters referred to in or covered by said section, and
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the indemnification provided for herein shall not be deemed exclusive of any other rights to
which those indemnitIed may be entitled under any Bylaw, agreement, vote of stockholders or
disinterested dirc ctors or otherwise, both as to action in his or her official capacity and as to
actic n in another capacity while holding such office, and shall continue as to a person who has
ceased to be a doctor, officer, employee, or agent and shall inure to the benefit of the heirs,
executors, and admirdstrators of such person.

Any amendment, repeal or modification of this Article X, or the adoption of any
provision of this Certificate of Incorporation inconsistent with this Article X, shall not adversely
affect any right or protection existing at the time of such amendment, repeal, modification or
adoption.

ARTICLE XI

Meetings of stockholders may be held within or without the State of Delaware, as the
Bylaws may pro vide. The books of this Corporation may be kept (subject to any provision
contained in the statutes) outside the State of Delaware at such place or places as may be
desigiiated from time to time by the Board of Directors or in the Bylaws of this Corporation.

ARTICLE XII

The Corporation reserves the right to amend, alter, change or repeal any provision
contained in this Restated Certificate of incorporation, in the manner now or hereafter prescribed
by statute, and &11 rights conferred upon stockholders herein are granted subject to this
reservation.

I, the undersigned, being the sole incorporator hereinbefore named, for the purpose of
forming a corporation pursuant to the General Corporation Law of the State of Delaware, do
make this certiYicatc, hereby declaring and certifying that this is my act and deyd and the facts
herein stated are true, and, accordingly, have hereunto set my hands this ~™dayofNovember,
2004.

Jc M. Jon, ole Incorporator

-10-
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EXHIBIT C

CE!RTIFICATE OF AUTHORITY



The State of South Carolina

Office ofSecretary ofState Mark Hammond

Certificate of Authorization

I, Mark Hammond, Secretary of State of South Carolina Hereby certify that:

FONlx TELECOM, INC. ,

a corporation duly organized under the laws of the state of DELAWARE and

issued a certificate of authoriiy to transact business in South Carolina on May

31st, 2005, has on the date hereof filed all reports due this office, paid all fees,
taxes and penalties owed to the Secretary of State, that the Secretary of State
has not mailed notice to the Corporation that its authority to transact business in

South Carolina is subject to being revoked pursuant to Section 33-15-310 of the

1976 South Carolina Code, and no application for surrender of authority to do
business in Soutlt Carolina has been filed in this office as of the date hereof.

Given under my Hand and the Great
Seal of the State of South Carolina this
1st day of June, 2005.

Mark Hammond, Secretary of State



STATE OF SOUTH CAROLINA
SECRETARY OF STATE

'IV SEA TilgitiiE AND (XRIIEQr fd(]F5
4STAKEAI FRofd AND OCMPAREc tfrffff]5IFPLICA fION BV A FOREIGN CORPORATION

FOR A CERTIFICATE OF AUTHORITY
TO TRANSACT BUSINESS

IN THE STATE OF SOUTH CAROLINA

7//' I (Id

SECRET CF.i
hr Algaaesfl-N BIADK fNK

Pursuant to Section 33-15-103of ihe 1976 South Carolina Code of Laws, as amended, the undersigned
corporation hereby applies far authority ta transact business in the State of South Carolina, and far that
purpose, hereby submits the following statement:

1. The name of the &:orporation is, (see Sections 33-4-101 and 33-15-106 and Section 33-19-500(b)(1) if
the corporation is a professional corporation) penis Telecom, inc.

2. It is incarparated as (check applicable item) [K] a general business corporation, [ ] a professional
corporation, under the laws of the state of oelaware

3. The date of its incorporation is 11/12/goes
~e&etual

and the period of its duration is

4. The address ofthe principal aFice ofthe corporation is else south lsc Bast, suite 7cc inthe
Sireef Address

city of Sanriy and the state of Utah 64070
Zip Cade

5. The addres" af the proposed registered office the state of South Carolina is

sgco Thurmcnit Mall Boulevard in the city of
Street Address

Columbia in

South Carolina 262B1
Bip Cede

6. The name of the proposed registered agent in this state at such address is

Corporation Service Cci an
Print Name

I hereby consent to the appointment as registered agent of the coi poration.

crporaticn Service Comp y

Signature of ths Registered Agent

Jacquelz. ne N. Casper, Asst VPi 5/24/2005

0506014I064 FILED: 06I31/2005

FONIX TELECOM, INC.

lsllllllllltllllllll%llllll51)1llllllllllSIlllIlllllll

Mark Hammond South Carolina Secretary of State



Ponix Teleccm, Inc.
Name of Corporsrion

y. The name and usual business address of the corporadon's directors (if the corporation hes no
direotors, then the name and address of ths persons who are exercising the statutory authority of the
diremors on behalf of ths corporation) and principal officers:

a) Name of Directors

Thomas rt. Murriock

Business Address

9350 South 150 East, Suite 700

noser D. Iirrliley 9350 south 150 East, suite 'rnc

b) Name and Office
of Principal Officers

Business Address

Thomas n. Nnrrtock, president 9350 South 150 East, Sllite 700

noser D. 1)udlrw, CPC

S. Dale Smith, Sr. V.P. 5 Gen Nar

9350 south 150 East, suite 700

9350 South 150 East, Suite 700

Jelffrey Jones, Secretary 935D South 15D East, Suite 700

!l The aggregate rrumber of shares which the corpordbon has authority to issue. itemized by classes
andi series, if any, within a class:

Class of Shares (and Series, if any)

coremon

Authorized Number of Each Class (and Series)

1,100,000

9. Unless a delayet date is specified, this application shall be elfective when accepted for filing by the
Secretary of Stain {SeeSeciion 33-t-230):

Date ir5/24/2005 FcniX Tel mr InC.
Name of Corp

Sisnatn

s. Dale smith, senior vice president
Type or Print Name end Oflice



27 408
'The first /tate

I, HARRIET SMITH WINDSOR, SECRETARY OF STATE OF THE STATE OF

DELAWARE, DO HEREBY CERTIFY aFONIX TELECOM, INC. n IS DULY

INCORPORATED UNDER THE LAWS OF THE STATE OF DELAWARE AND IS IN

GOOD STANDING AND HAS A LEGAL CORPORATE EXISTENCE SO FAR AS THE

RI', CORDS OF TFIIS OFFICE SHOW, AS OF THE TWENTY-FOURTH DAY OF MAY,

A. D. 2005.

AND I DO HEREBY FURTHER CERTIFY THAT THE SAID aFONIX

TELECOM, ZNC. a WAS INCORPORATED ON THE TENTH DAY OF NOVEMBER,

A. D. 2004.

AND I DO HEREBY FURTHER CERTIFY THAT THE FRANCHISE TAXES

HAVE 13EEN PAID TO DATE.

AND I DO HEREBY FURTHER CERTZFY THAT THE ANNUAL REPORTS HAVE

B1.'EN FZLEI) TO DATE.

3880188 8300

050429919

Harriet Smith Windsor, Secretary of State

AUTHENTICATZONt 3902335

DATE: 05-24 —05





INITIAL ANNUAL REPORT - CL-1

The Infital Annual Report of Corporations is required to bs filed together with a remtfiance of the minimum license fee required

by Secfionii 12-2040 and 12-20.50 of the 2000 Cods as amended:
when Sling the lniTial Arficuw of i~on,

2. when tiling the Appgcsfian fur Certlficaia of Authority by a foreign corporation to trarwact business in South Carolina or
3. on or twlare sixly day: altei commencing business in South Carolina, or using a portian of capital in this slsie or acquiiding

ownership of, commencing inaintenance of or commendng operabon af one or more establishments or plants in this state.

~ The minimum fee of tsainty-five (625.00) dollars must be paid st the time such report is Sled.

~ interest due at thc prevefiing federal interest rate if this return is not fiied within 60 days after commencing business in

this stats.

~ Late filing of this return m'6 incur s delinquent penalty of 5% per manN not to exceed 25%.
gf nat fited within sixty (60) days of ths due date the penalty wlfi not be less than the lesser of one hundred (6100.00)
dollars or the amount af the fse due. )

~ I ite payment of tlie Sainse fee will incur a penalty of 1/2% per month not to exceed 25%.

e Aildrsss Definibc&ns: Each of these are self explanatory. The mailing address for tax matters will be used if
airrespondence related to your taxes must be sent to you.

LINE INSTRUCTIONS

~ FED E'I Nurntwr - lf this nuinber has not been obtained, wrfte appfiied for" or "to be applied far" in the space provided. The
FED ifi Number can tis applied for and abtalned via the internet, directly from the IRS Web site www. irs.gov 24 hours a
dsy. 7 days s week. Business owners or their tax prafesslonsl rspresentafivs can enter "Eihr as a keyvmrd to begin the
process. Whfie the Internet is the prsfimed method for applying far EIN's. business owners msy sbfi obtain EIN's via
telephone by calling 14I00 829-4933 from 7i30 a.m. to 5:30 p.m. in their local time zone. ar by mailing ar faxing Form SS-4,
as pmvided in the form's indrucfians.

Line 2 ~ If year end date has crit been established, wrfie "not known" in the space provided.

Line 5 - If principal otfice is nol in existence at the time af filing, writs "not estabtished" in the space provided.

Line 6- li business has not started at the tirrw af Sling. state expected date.

Line 6 - lf afi of these posiTiuis have not been Sled. please indicate and provide names and posTiions known at the time of
iiling.

Social Security Privacy Act Disclosure
It is voluntary that you provide the social sfeurity number of ths individual directors on this tax form. 42 U.S.C 405(c)(2)(C)(i)
permits s state to use un Individual's social security number as rrwans of identification in administration of any tsx SC
Regulafion 117-201 maridatss that sny person required to make a return to the SC Department of Revenue shaN provide
identifying numbers, as prescribed, for serxsing proper idenfificabon. Your social security number is used lor ideniification
purposes

Linc 10 - If no shares have been issued at the tirre of filing, please indicate.

Special Instruct. iona for Limited Liability Companies Taxed for Income Tax Purposes as Corporation snd Professional or
Other Associations Taxed for Income Tax Purposes as Corporations.

If your organizsfion is either a limited liability company or an association taxed for income tax purposes as a corporation.
some of the terms used in this form may require s reading suited to your organization. As sxampleK
1. "Ciirporation" stxiuld be inhxpretedto mean limited liability company or assouation;
2. "Slate of incorporation" should bs read to mean state of organizafion;
3. "Shareholdem" should be interpreted to mean members;
4. "Director"' or "ofhcer" ." hould be interpreted to mean manager or managing member. and
5. ' Incorponxtor" should tie read to mean pemon fuming the association or Suited iiabi(ity company.

Sections requesting cerlain information such as number cf shares of stock may not apply Io your organlzafion and should be
so Indkaded.



 

 EXHIBIT D 
 
 
 FINANCIAL STATEMENTS 
 
 
As a start-up entity, the Applicant will rely on the financial support of its parent company, 
Fonix Corporation.  The financial statements of Fonix Corporation and a Letter of Guaranty 
are attached hereto. 
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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange 
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has 
been subject to such filing requirements for the past 90 days: Yes [X] No[ ]. 
 
Indicate by check mark whether the registrant is an accelerated filer (as defined in rule 12b-2 of the Exchange Act).  Yes [ ] No [X]. 
 
As of May 11, 2005, there were issued and outstanding 207,040,934 shares of our Class A common stock. 
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UNITED STATES 

SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 

 

FORM 10-Q 
 
 

(Mark one) 
 
[X] Quarterly Report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 for the quarterly 
period ended March 31, 2005, or 
 
[   ] Transition Report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 for the transition 
period from ______________ to _____________. 
 

Commission File No. 0-23862 

Fonix Corporation 
(Exact name of registrant as specified in its charter) 

 
                   Delaware  22-2994719 

(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.) 
 

9350 South 150 East, Suite 700 
Sandy, Utah 84070 

(Address of principal executive offices with zip code) 
 

(801) 553-6600 
(Registrant's telephone number, including area code) 
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Fonix Corporation and Subsidiaries 
CONDENSED CONSOLIDATED BALANCE SHEETS  

(Unaudited) 
 

     March 31,   December 31,  
        2005 2004 
      
ASSETS    
      
Current assets   
 Cash and cash equivalents  $             704,000   $             423,000  
 Accounts receivable              1,323,000               1,541,000  
 Subscriptions receivable                     6,000                            -    
  Prepaid expenses and other current assets                 311,000                  156,000  
      
Total current assets              2,344,000               2,120,000  
      
Long-term investments                           -                    237,000  
      
Property and equipment, net of accumulated depreciation of $1,511,000 and 
$1,456,000, respectively                 344,000                  236,000  
      
Deposit in escrow                 395,000                  395,000  
      
Deposits and other assets              1,120,000               1,072,000  
      
Intangible assets, net of accumulated amortization of $6,301,000 and $5,453,000, 
respectively            10,723,000             12,309,000  
      
Goodwill                2,631,000               2,631,000  
      
Total assets  $        17,557,000   $        19,000,000  
      
LIABILITIES AND STOCKHOLDERS' EQUITY (DEFICIT)   
      
Current liabilities   
 Accrued liabilities  $          6,877,000   $          6,815,000  
 Accounts payable              5,383,000               5,225,000  
 Accrued payroll and other compensation              1,311,000               1,756,000  
 Deferred revenues                 942,000                  984,000  
 Notes payable - related parties                 513,000                  513,000  
 Current portion of notes payable                  235,000                  214,000  
  Deposits and other                 203,000                  193,000  
      
Total current liabilities            15,464,000             15,700,000  
      
Long-term notes payable, net of current portion              5,484,000               5,358,000  
      
Total liabilities            20,948,000             21,058,000  
      
Commitments and contingencies   
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See accompanying notes to condensed consolidated financial statements. 
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Stockholders' deficit   

 
Preferred stock, $0.0001 par value;  50,000,000 shares authorized; 
                                                         

  
Series A, convertible; 166,667 shares outstanding (aggregate liquidation 
preference of $6,055,000)                 500,000                  500,000  

  
Series H, nonconvertible; 2,000 shares outstanding (aggregate liquidation 
preference of $20,000,000)              4,000,000               4,000,000  

  
Series I, convertible; 1,350 shares outstanding (aggregate liquidation 
preference of $1,350,000)              1,350,000               2,250,000  

 Common stock, $0.0001 par value; 800,000,000 shares authorized;   

  
Class A voting, 177,095,324 and 131,200,170 shares outstanding, 
respectively                   18,000                    13,000  

  Class B non-voting, none outstanding                           -                              -    
  Additional paid-in capital          220,989,000           217,061,000  
 Outstanding warrants to purchase Class A common stock                 735,000                  735,000  
 Cumulative foreign currency translation adjustment                   19,000                      8,000  
  Accumulated deficit        (231,002,000)        (226,625,000) 
      
Total stockholders' deficit            (3,391,000)            (2,058,000) 
      
Total liabilities and stockholders' deficit  $        17,557,000   $        19,000,000  
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Fonix Corporation and Subsidiaries 
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS 

 (Unaudited) 
 

 
 
 

 
 
 

See accompanying notes to condensed consolidated financial statements. 
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Three Months Ended March 31,   2005   2004 
       
       
Revenues   $   4,223,000    $   1,925,000  
Cost of revenues        2,187,000             792,000  
       
Gross profit        2,036,000          1,133,000  
       
Expenses:     
 Selling, general and administrative        3,415,000         2,331,000  
 Amortization of intangible assets        1,586,000            593,000  
  Product development and research           520,000             799,000  
       
Total expenses         5,521,000          3,723,000  
       
Other income (expense):     
 Interest income             13,000                5,000  
 Gain on forgiveness of liabilities                     -              481,000  
 Interest expense         (742,000)         (238,000) 
  Gain on sale of investments            134,000                       -    
       
Other expense, net          (595,000)            248,000  
       
Net loss      (4,080,000)      (2,342,000) 
Preferred stock dividends          (297,000)       (2,986,000) 
       
 Loss attributable to common stockholders     $ (4,377,000)    $ (5,328,000) 
       
       
Basic and diluted loss per common share    $          (0.03)    $          (0.08) 
       
       
Net loss   $ (4,080,000)   $ (2,342,000) 
Other comprehensive (loss) income - foreign currency translation          (11,000)              13,000  
       
Comprehensive loss    $ (4,091,000)    $ (2,329,000) 
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Fonix Corporation and Subsidiaries 
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS 

 (Unaudited) 
 

Three Months Ended March 31, 2005   2004 
Cash flows from operating activities    
Net loss   $    (4,080,000)   $    (2,342,000) 
Adjustments to reconcile net loss to net cash used in operating activities:    
 Stock issued for interest expense related to McCormack Note            125,000                        -    
 Accretion of discount on notes payable            185,000                66,000  
 Gain on sale of long-term assets           (134,000)                       -    
 Gain on forgiveness of liabilities                      -               (481,000) 
 Amortization of intangibles         1,586,000              593,000  
 Depreciation and amortization              37,000                33,000  
 Equity in net loss of affiliate                      -                          -    
 Gain on sale of affiliate                      -                          -    
 Foreign exchange loss (gain)              11,000               (13,000) 
 Changes in assets and liabilities, net of effects from purchase of LTEL:                        -    
  Accounts receivable            218,000              150,000  
  Inventory                      -                    3,000  
  Prepaid expenses and other current assets           (155,000)            (261,000) 
  Other assets             (48,000)                 7,000  
  Accounts payable            158,000          (1,233,000) 
  Accrued payroll and other compensation           (445,000)         (2,241,000) 
  Other accrued liabilities              25,000              308,000  
    Deferred revenues             (42,000)               (67,000) 
       
  Net cash used in operating activities        (2,559,000)          (5,478,000) 
       
Cash flows from investing activities    
Cash received in connection with LTEL acquisition                      -                  47,000  
Proceeds from sale of long term investment            371,000                        -    
Payments of deposit into escrow                      -               (113,000) 
Purchase of property and equipment           (145,000)               (18,000) 
       
  Net cash (used in) provided by investing activities            226,000                (84,000) 
       
Cash flows from financing activities    
Proceeds from issuance of Class A common stock, net         2,652,000           5,624,000  
Proceeds from issuance of Series I Preferred Stock                      -             3,010,000  
Payment of dividend on Series H Preferred Stock                      -               (100,000) 
Principal payments on notes payable             (60,000)               (91,000) 
       
  Net cash provided by financing activities         2,614,000            8,443,000  
       
Net increase (decrease) in cash and cash equivalents            281,000           2,881,000  
       
Cash and cash equivalents at beginning of year            423,000                 50,000  
       
Cash and cash equivalents at end of year  $        704,000     $     2,931,000  
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See accompanying notes to condensed consolidated financial statements. 
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Supplemental disclosure of cash flow information    
  Cash paid during the period for interest  $        182,000     $        177,000  
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Fonix Corporation and Subsidiaries 
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued) 

(Unaudited) 
 
 

Supplemental schedule of noncash investing and financing activities 
 

For the Three Months Ended March 31, 2005: 
 

Issued 10,054,561 shares of Class A common stock in conversion of 900 shares of Series I Convertible Preferred Stock. 
 
Issued 1,384,275 shares of Class A common stock as payment of $250,000 of dividends on Series H Preferred Stock. 
 
Issued 655,162 shares of Class A common stock as payment of $124,000 interest on long-term debt. 
 
Accrued $47,000 of dividends on Series I Preferred Stock. 
 
Accrued $250,000 of dividends on Series H Preferred Stock 

 
For the Three Months Ended March 31, 2004: 

 
Issued 3,730,196 shares of Class A common stock for $1,314,000 in subscriptions receivable. 

 
Issued 1,463,753 shares of Class A common stock in full satisfaction of $292,000 of liabilities. 

 
The Company purchased all of the capital stock of LTEL Holdings Corporation for $12,800,000.  In conjunction with
the acquisition, the Company acquired $22,259,000 of assets and assumed $9,459,000 of liabilities of LTEL Holdings
Corporation by the issuance of 7,036,801 shares of Class A common stock valued at $4,176,000, the issuance of 2,000
shares of 5% Series H nonvoting, nonconvertible preferred stock valued at $4,000,000 and the issuance of a 5%
$10,000,000 promissory note valued at $4,624,000. 

 
 
 
 
 

See accompanying notes to condensed consolidated financial statements. 
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Fonix Corporation and Subsidiaries 
Notes to Condensed Consolidated Financial Statements 

 
 
 
1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Basis of Presentation - The accompanying unaudited condensed consolidated financial statements of Fonix Corporation and 
subsidiaries (collectively, the “Company” or “Fonix”) have been prepared by the Company pursuant to the rules and 
regulations of the Securities and Exchange Commission (the “SEC”).  Certain information and footnote disclosures normally 
included in financial statements prepared in accordance with accounting principles generally accepted in the United States of 
America have been condensed or omitted pursuant to such rules and regulations, although the Company believes that the 
following disclosures are adequate to make the information presented not misleading.  The Company suggests that these 
condensed consolidated financial statements be read in conjunction with the consolidated financial statements and the notes 
thereto included in the Company’s 2004 Annual Report on Form 10-K. 
 
These condensed consolidated financial statements reflect all adjustments (consisting only of normal recurring adjustments) 
that, in the opinion of management, are necessary to present fairly the financial position and results of operations of the 
Company for the periods presented.  The Company’s business strategy is not without risk, and readers of these condensed 
consolidated financial statements should carefully consider the risks set forth under the heading “Certain Significant Risk 
Factors” in the Company’s 2004 Annual Report on Form 10-K. 
 
Operating results for the three months ended March 31, 2005, are not necessarily indicative of the results that may be 
expected for the year ending December 31, 2005.   
 
Nature of Operations – Fonix Corporation and its subsidiaries are engaged in providing integrated telecommunications 
services through Fonix Telecom, Inc., and value-added speech-enabling technologies through The Fonix Speech Group. 
 Through Fonix Telecom, Inc., the Company operates LecStar Telecom, Inc., a regional provider of telecommunications 
services in the Southeastern United States, and LecStar DataNet, Inc., a provider of Internet services.  (LecStar Telecom, Inc., 
and LecStar DataNet are collectively referred to in this report as “LecStar.”)   
 
The Company offers its speech-enabling technologies including automated speech recognition (“ASR”) and text-to-speech 
(“TTS”) through The Fonix Speech Group.  The Company offers ASR and TTS technologies to markets for wireless and 
mobile devices, computer telephony, server solutions and personal software for consumer applications. The Company has 
received various patents for certain elements of its core technologies and has filed applications for other patents covering 
various aspects of its technologies. The Company seeks to develop relationships and strategic alliances with third-party 
developers and vendors in telecommunications, computers, electronic devices and related industries, including producers of 
application software, operating systems, computers and microprocessor chips.  Revenues relating to the speech-enabling 
technologies are generated through licensing agreements, maintenance contracts and services. 
 
LecStar’s telecommunication services include wireline voice, data, long distance and Internet services to business and 
residential customers.  LecStar Telecom, Inc., is certified by the Federal Communications Commission in nine states—
Alabama, Florida, Georgia, Kentucky, Louisiana, Mississippi, North Carolina, South Carolina and Tennessee—as a 
competitive local exchange carrier (“CLEC”) to provide regulated local, long distance and international telecommunications 
services.  LecStar DataNet, Inc., provides non-regulated telecommunication services including Internet access. 
 
Business Condition - For the three months ended March 31, 2005 and 2004, the Company generated revenues of $4,223,000 
and $1,925,000, respectively, incurred net losses of $4,080,000 and $2,342,000, respectively and had negative cash flows 
from operating activities of $2,559,000 and $5,478,000, respectively.  As of March 31, 2005, the Company had an 
accumulated deficit of $231,002,000, negative working capital of $13,120,000, accrued liabilities of $6,877,000, accounts 
payable of $5,383,000 and accrued employee wages and other compensation of $1,311,000.  The Company expects to 
continue to incur significant losses and negative cash flows from operating activities through at least December 31, 2005, 
primarily due to significant expenditure requirements associated with continued marketing and development of its speech-
enabling technologies and further developing its telecommunications services business. 
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Fonix Corporation and Subsidiaries 
Notes to Condensed Consolidated Financial Statements 

 
 
 
The Company’s cash resources, limited to collections from customers, draws on the Sixth Equity Line and loans, have not 
been sufficient to cover operating expenses.  As a result, payments to employees and vendors have been delayed.  The 
Company has not been declared in default under the terms of any material agreements. 
 
These factors, as well as the risk factors set out in the Company’s Annual Report on Form 10-K for the year ended December 
31, 2004, raise substantial doubt about the Company’s ability to continue as a going concern.  The accompanying financial 
statements do not include any adjustments that might result from the outcome of this uncertainty.  Management plans to fund 
future operations of the Company through revenues generated from its telecommunications operations, from cash flows from 
future license and royalty arrangements and with proceeds from additional issuance of debt and equity securities.  There can 
be no assurance that management’s plans will be successful. 
 
Net Loss Per Common Share - Basic and diluted net loss per common share are calculated by dividing net loss attributable 
to common stockholders by the weighted average number of shares of common stock outstanding during the period.  As of 
March 31, 2005 and 2004, there were outstanding common stock equivalents to purchase 47,349,772 and 28,542,535 shares 
of common stock, respectively, that were not included in the computation of diluted net loss per common share as their effect 
would have been anti-dilutive, thereby decreasing the net loss per common share. 
 
The following table is a reconciliation of the net loss numerator of basic and diluted net loss per common share for the three 
months ended March 31, 2005 and 2004: 
 

 
 
Imputed Interest Expense - Interest is imputed on long-term debt obligations where management has determined that the 
contractual interest rates are below the market rate for instruments with similar risk characteristics.  
 
Comprehensive Loss - Other comprehensive loss as presented in the accompanying condensed consolidated financial 
statements consists of cumulative foreign currency translation adjustments.   
 
Intangible Assets - Customer base, contracts and agreements and brand names are amortized over their estimated useful lives 
unless they are deemed to have indefinite useful lives.  For intangible assets subject to amortization, an impairment charge is 
recognized if the carrying amount is not recoverable and the carrying amount exceeds the fair value of the intangible asset. 
 Intangible assets deemed to have indefinite useful lives, primarily the LecStar brand name, are not amortized, are tested for 
impairment on a quarterly basis and impairment is recognized if the carrying amount is not recoverable or exceeds its fair 
value.   
 
Revenue Recognition - The Company recognizes revenue when pervasive evidence of an arrangement exists; services have 
been rendered or products have been delivered; the price to the buyer is fixed and determinable; and collectibility is 
reasonably assured.  Revenues are recognized by the Company based on the various types of transactions generating the 
revenue.  For software sales, the Company recognizes revenues in accordance with the provisions of Statement of Position 
No. 97-2, “Software Revenue Recognition,” and related interpretations.  The Company generates revenues from licensing the 
rights to its software products to end users and from royalties.  For telecommunications services, revenue is recognized in the 
period that the service is provided.   

Three Months Ended March 31, 2005  2004 
    Per    Per 
    Share    Share 
    Amount   Amount   Amount   Amount 
Net loss  $   (4,080,000)     $   (2,342,000)   
Preferred stock dividends        (297,000)             (2,986,000)     
Net loss attributable to common stockholders $   (4,377,000)    $  (0.03)    $   (5,328,000)    $  (0.08) 
Weighted-average common shares outstanding 151,847,235       66,167,869     
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For The Fonix Speech Group, revenue of all types is recognized when acceptance of functionality, rights of return, and price 
protection are confirmed or can be reasonably estimated, as appropriate.  Revenue for hardware units delivered is recognized 
when delivery is verified and collection assured.    
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Fonix Corporation and Subsidiaries 
Notes to Condensed Consolidated Financial Statements 

 
 
 
Revenue for products distributed through wholesale and retail channels and through resellers is recognized upon verification 
of final sell-through to end users, after consideration of rights of return and price protection.  Typically, the right of return on 
such products has expired when the end user purchases the product from the retail outlet.  Once the end user opens the 
package, it is not returnable unless the medium is defective.  
 
When arrangements to license software products do not require significant production, modification or customization of 
software, revenue from licenses and royalties are recognized when persuasive evidence of a licensing arrangement exists, 
delivery of the software has occurred, the fee is fixed or determinable, and collectibility is probable.   Post-contract 
obligations, if any, generally consist of one year of support including such services as customer calls, bug fixes, and 
upgrades.  Related revenue is recognized over the period covered by the agreement.  Revenues from maintenance and support 
contracts are also recognized over the term of the related contracts. 
 
Revenues applicable to multiple-element fee arrangements are bifurcated among the elements such as license agreements and 
support and upgrade obligations using vendor-specific objective evidence of fair value. Such evidence consists primarily of 
pricing of multiple elements as if sold as separate products or arrangements.  These elements vary based upon factors such as 
the type of license, volume of units licensed, and other related factors.   
 
For Fonix Telecom, Inc., the Company’s telecommunications revenue is comprised of two main components: (1) fees paid by 
business and residential subscribers of voice and data services and (2) carrier access fees.  Subscriber revenues include 
monthly recurring charges, usage charges and non-recurring charges.  Monthly recurring charges are flat monthly fees for 
local phone and data services.  Usage charges, which primarily include long distance fees, are generally billed on a per-
minute or per-call basis.  Non-recurring charges are generally one-time charges for installation or changes to the subscriber’s 
service.  Carrier access fees are paid to the Company by other telecommunications carriers as compensation for originating 
and terminating the carriers’ long distance traffic.    
 
Deferred revenue as of March 31, 2005, and December 31, 2004, consisted of the following: 
 

 
 

Cost of Revenues - Cost of revenues from telecommunications services consists mainly of billings from the incumbent local 
exchange carriers (“ILECs”) for access to the ILEC’s network.  With respect to The Fonix Speech Group, cost of revenues 
from license, royalties, and maintenance consists of costs to distribute the product, installation and support personnel 
compensation, amortization and impairment of capitalized speech software costs, licensed technology, and other related 
costs.  Cost of service revenues consists of personnel compensation and other related costs. 
 
Software Technology Development and Production Costs - All costs incurred to establish the technological feasibility of 
speech software technology to be sold, leased, or otherwise marketed are charged to product development and research 
expense.  Technological feasibility is established when a product design and a working model of the software product have 
been completed and confirmed by testing.  Costs to produce or purchase software technology incurred subsequent to 
establishing technological feasibility are capitalized.  Capitalization of software costs ceases when the product is available for 
general release to customers.  Costs to perform consulting or development services are charged to cost of revenues in the 
period in which the corresponding revenues are recognized.  The cost of maintenance and customer support is charged to 
expense when related revenue is recognized or when these costs are incurred, whichever occurs first. 
 
 

Description Criteria for Recognition March 31, 2005 December 31, 2004 

Deferred unit royalties and license fees 
Delivery of units to end users or 
expiration of contract $       447,000 $       458,000 

Telecom deferred revenue Service provided for customer 495,000 526,000 

Total deferred revenue  $      942,000 $      984,000 
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Fonix Corporation and Subsidiaries 
Notes to Condensed Consolidated Financial Statements 

 
 
 
Stock-based Compensation Plans - The Company accounts for its stock-based compensation issued to non-employees using 
the fair value method in accordance with SFAS No. 123, “Accounting for Stock-Based Compensation.” Under SFAS No. 
123, stock-based compensation is determined as either the fair value of the consideration received or the fair value of the 
equity instruments issued, whichever is more reliably measurable.  The measurement date for these issuances is the earlier of 
the date at which a commitment for performance by the recipient to earn the equity instruments is reached or the date at 
which the recipient’s performance is complete. 
 
At March 31, 2005, the Company had stock-based employee compensation plans.  The Company accounts for the plans 
under the recognition method and measurement principles of APB Opinion No. 25, “Accounting for Stock Issued to 
Employees,” and the related Interpretations. Under APB Opinion No. 25, compensation related to stock options, if any, is 
recorded if an option’s exercise price on the measurement date is below the fair value of the Company’s common stock, and 
amortized to expense over the vesting period.  Compensation expense for stock awards or purchases, if any, is recognized if 
the award or purchase price on the measurement date is below the fair value of the Company’s common stock, and is 
recognized on the date of award or purchase.  The effect on net loss and net loss per common share if the Company had 
applied the fair value recognition provisions of SFAS No. 123 to employee stock-based compensation is as follows: 
 

 
2.  ACQUISITIONS  
 
LecStar Acquisition - On February 24, 2004, Fonix acquired all of the capital stock of LTEL Holdings Corporation 
("LTEL") and its wholly owned subsidiaries, LecStar Telecom, Inc., and LecStar DataNet, Inc. (collectively "LecStar").  The 
results of LecStar's operations are included in the consolidated financial statements from February 24, 2004.  LecStar is a 
regional provider of communications services, including wireline voice, data, long distance and Internet services, to business 
and residential customers in the Southeastern United States.  LecStar Telecom, Inc., is certified by the Federal 
Communications Commission in nine states as a competitive local exchange carrier (“CLEC”) to provide regulated local, 
long distance and international telecommunications services.  LecStar DataNet, Inc., provides non-regulated 
telecommunications services such as Internet access. 
 
The following pro forma information is presented to reflect the operations of the Company and LTEL on a combined basis as 
if the acquisition of LTEL had been completed as of the beginning of the three-month period ended March 31, 2004: 
 

 
Empire One Telecommunications, Inc Acquisition - On November 19, 2004, the Company signed a Merger Agreement (the 
“Agreement”) that set forth the principal terms on which Fonix would acquire Empire One Telecommunications, Inc., 
(“EOT”), a Brooklyn, New York-based CLEC. EOT is a regional provider of communications services, including wireline 
voice, data, long distance and Internet services, to business and residential customers in 16 states and the District of 

Three Months Ended March 31, 2005   2004 
Net loss, as reported  $    (4,080,000)   $     (2,342,000) 
Add back: Total stock-based employee compensation                       -                           -    
Deduct: Total stock-based employee compensation     
  Determined under fair value based method for all awards             (22,000)                (49,000) 
Pro forma net loss  $    (4,102,000)    $     (2,391,000) 
Basic and diluted net loss per common share:    
  As reported  $             (0.03)   $              (0.08) 
  Pro forma                   (0.03)                    (0.08) 

 Three Months 
 Ended March 31, 2004 
Revenues $ 5,029,000 
Net loss $ (3,842,000) 
Basic and diluted net loss per common share $ (0.10) 

Page 15 of 70UNITED STATES

6/27/2005http://www.sec.gov/Archives/edgar/data/855585/000105023405000066/march31200510q....



Columbia.  The closing of the EOT transaction (as anticipated by the Agreement) is subject to several conditions including, 
among others, the completion of necessary regulatory approvals.   
 
There can be no assurance that Fonix will complete this acquisition. 
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Fonix Corporation and Subsidiaries 
Notes to Condensed Consolidated Financial Statements 

 
 
 
3.  GOODWILL AND INTANGIBLE ASSETS 
 
Goodwill - Goodwill relates solely to our speech-enabling business segment of The Fonix Speech Group.  The carrying value 
of goodwill is assessed for impairment quarterly.  These assessments resulted in no impairment and the carrying value of 
goodwill remained unchanged at $2,631,000 for the three months ended March 31, 2005.   
 
Intangible Assets - The components of other intangible assets at March 31, 2005, which all relate to Fonix Telecom, Inc., 
were as follows: 
 

 
Customer base amortization was $1,300,000 during the three months ended March 31, 2005, and amortization related to 
contracts and agreements was $285,000 for the same period.  All amortization expense is charged to selling, general and 
administrative expense.  At June 30, 2004, the Company recognized an impairment loss on the contracts and agreements 
intangible asset acquired in connection with the LecStar acquisition of $738,000 based on estimated future cash flows.  No 
further impairment was required at March 31, 2005. 
 
Estimated aggregate amortization expense for the nine months ending December 31, 2004, and each of the succeeding three 
full years is as follows: 
 

 

 
4.  NOTES PAYABLE 
 
During the first quarter of 2003, the Company entered into a promissory note with an unrelated third party converting 
accounts payable for outstanding lease payments of $114,000 to a note payable.  This note accrued interest at 10% annually 
and was paid in full during the quarter ended March 31, 2004. 
 
In connection with the acquisition of the capital stock of LTEL in 2004, the Company issued a 5%, $10,000,000, secured, 
six-year note payable to McCormack Avenue, Ltd.  Under the terms of the note payable, quarterly interest- only payments 
were required through January 15, 2005, with quarterly principal and interest payments of $319,000 beginning April 2005 
and continuing through January 2010.  Interest on the promissory note is payable in cash or, at the Company’s option, in 
shares of the Company’s Class A common stock.  The note is secured by the capital stock and all of the assets of LTEL and 
its subsidiaries.  The note was valued at $4,624,000 based on an imputed interest rate of 25 percent per annum.  The note has 

 
Gross Carrying

Amount 
Accumulated
Amortization 

Net Carrying 
Amount 

Customer base – business $      8,139,000  $  (2,672,000) $  5,467,000 

Customer base – residential 6,291,000    (2,963,000) 3,328,000 

Contracts and agreements      1,484,000    (666,000)      818,000 

Total Amortizing Intangible Assets     15,914,000  (6,301,000)    9,613,000 

Indefinite-lived Intangible Assets:    

Brand name      1,110,000  --       1,110,000 
    

Total Intangible Assets  $    17,024,000   $  (6,301,000) $10,723,000 

2005  $ 4,815,000 
2006  3,743,000
2007  1,151,000
2008  0
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a mandatory prepayment clause wherein the Company is required to make prepayments in any given month where the 
Company receives net proceeds in excess of $900,000 from the Fifth Equity Line (or replacements thereof with the Equity 
Line Investor).  The required prepayment is calculated by multiplying the net proceeds received over $900,000 by 33%. 
 From December 2004 through March 31, 2005, the Company had made mandatory prepayments on the note of $415,000. 
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Fonix Corporation and Subsidiaries 
Notes to Condensed Consolidated Financial Statements 

 
 
 
The discount on the note is based on an imputed interest rate of 25%.  The unpaid principal amount of the note at March 31, 
2005 was $9,585,000.  The carrying amount of the note was $5,008,000 at March 31, 2005, was net of unamortized discount 
of $4,577,000.  The Company elected to make the April 15, 2005, principal and interest payment under the note in stock.   
 
On February 28, 2003, LecStar established an asset securitization facility which provided LecStar with $750,000.  Assets 
securitized under this facility consist of executory future cash flows from LecStar customers in the states of Georgia, 
Tennessee, Florida, and Louisiana.  LecStar has pledged its interest in the special purpose securitization facility, LecStar 
Telecom Ventures LLC, and customer accounts receivable to the lender.  The Company has recorded the $750,000 as a note 
payable in its consolidated financial statements.  The note bears an interest rate of 6.5% and is due on February 27, 2007, 
with 24 equal monthly installments beginning on March 6, 2005.   
 
The following schedule summarizes the Company’s current debt obligations and respective balances at March 31, 2005, and 
December 31, 2004: 
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Fonix Corporation and Subsidiaries 
Notes to Condensed Consolidated Financial Statements 

 
 
 

 
5.  RELATED-PARTY NOTES PAYABLE 
 
In connection with the acquisition of certain entities in 1998, the Company issued unsecured demand notes payable to former 
stockholders of the acquired entities in the aggregate amount of $1,710,000.  Of the notes payable, $78,000 remained unpaid 
as of March 31, 2005.  During 2000, the holders of these notes made demand for payment and the Company commenced 
negotiating with the holders of these notes to reduce the outstanding balance.  No additional demands have been made and no 
payments have been made by the Company to the holders of these notes. 
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Notes Payable March 31, 2005 December 31, 2004 
   
5% Note payable to a company, quarterly 

installments of $319,000, matures January 
2010, interest imputed at 25%, net of 
$4,577,000 and $4,762,000 unamortized 
discount 

 
 
 

$  5,008,000 

 
 
 

$  4,822,000 

Note payable to a company, due in monthly 
installments of $23,000, interest at 6.5%, 
matures on January 2008, collateralized by 
trade accounts receivable 

 
 
 
 

711,000 
 

 
 
 
 

750,000 
 

Note payable to related parties, interest at 12%, 
matures June 2005. 

 
435,000 

 
435,000 

Note payable to a company, interest at 10% -- -- 

Note payable related parties, interest at 5%, 
matures December 2005. 

 
         78,000 

 
        78,000 

Total notes payable 
Less current maturities 

6,232,000 
     (748,000) 

6,085,000 
    (727,000) 

Long-Term Note Payable $   5,484,000 $  5,358,000 
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Fonix Corporation and Subsidiaries 
Notes to Condensed Consolidated Financial Statements 

 
 
 
During 2002, two executive officers of the Company (the “Lenders”) sold shares of the Company’s Class A common stock 
owned by them and advanced the resulting proceeds amounting to $333,000 to the Company under the terms of a revolving 
line of credit and related promissory note.  The funds were advanced for use in Company operations.  The advances bear 
interest at 12 percent per annum, which interest is payable on a semi-annual basis.  The entire principal, along with unpaid 
accrued interest and any other unpaid charges or related fees, were originally due and payable on June 10, 2003.  The 
Company and the Lenders agreed to postpone the maturity date on several occasions.  The note is presently due June 30, 
2005.  After December 11, 2002, all or part of the outstanding balance and unpaid interest became convertible at the option of 
the Lenders into shares of Class A common stock of the Company.  The conversion price was the average closing bid price of 
the shares at the time of the advances.  To the extent the market price of the Company’s shares is below the conversion price 
at the time of conversion, the Lenders are entitled to receive additional shares equal to the gross dollar value received from 
the original sale of the shares.  A beneficial conversion option of $15,000 was recorded as interest expense in connection with 
this transaction.  The Lenders may also receive additional compensation as determined appropriate by the Board of Directors.
 
In October 2002, the Lenders pledged 30,866 shares of the Company's Class A common stock to the Equity Line Investor in 
connection with an advance of $183,000 to the Company under the Third Equity Line.  The Equity Line Investor 
subsequently sold the pledged shares and applied $82,000 of the proceeds as a reduction of the advance.  The value of the 
pledged shares of $82,000 was treated as an additional advance from the Lenders under the revolving line of credit. 
 
During the fourth quarter of 2003, the Company made a principal payment of $26,000 against the outstanding balance of the 
promissory note.  At September 30, 2004 the Company entered into an agreement with the holders of the promissory note to 
increase the balance of the note payable by $300,000 in exchange for a release of the $1,443,000 of accrued liabilities related 
to prior indemnity agreements between the company and the note holders.  The Company classified the release of $1,443,000 
as a capital contribution during the fourth quarter of 2004.   
 
The Company made principal payments against the note of $253,000 during the year ended December 31, 2004.  The 
remaining balance due at March 31, 2005 was $435,000. 
 
The unpaid balance of $435,000 is secured by a second priority security interest in the Company’s intellectual property 
rights.  As of March 31, 2005, the Lenders had not converted any of the outstanding balance or interest into common stock. 
 
6.  SERIES D CONVERTIBLE DEBENTURES 
 
On October 11, 2002, the Company issued $1,500,000 of Series D 12% Convertible Debentures (the “Debentures”), due 
April 9, 2003, and 194,444 shares of Class A common stock to The Breckenridge Fund, LLC (“Breckenridge”), an 
unaffiliated third party, for $1,500,000 before offering costs of $118,000.  The outstanding principal amount of the 
Debentures was convertible at any time at the option of the holder into shares of the Company’s common stock at a 
conversion price equal to the average of the two lowest closing bid prices of the Company’s Class A common stock for the 
twenty trading days immediately preceding the conversion date, multiplied by 90%.  
 
In connection with the issuance of the Debentures, the Company issued, as collateral to secure its performance under the 
Debenture, 2,083,333 shares of Class A common stock (the "Collateral Shares"), which were placed into an escrow pursuant 
to an escrow agreement.  Under the escrow agreement, the Collateral Shares were not released to Breckenridge unless the 
Company was delinquent with respect to payments under the Debenture. 
 
The Debentures were originally due April 9, 2003.  However, the Company and Breckenridge agreed in January 2003 to 
modify the terms of the Debentures requiring principal and interest payments from January through May 2003 totaling 
$1,540,000.  Additionally, the Company agreed to release 237,584 of the Collateral Shares to Breckenridge as consideration 
(the “Released Shares”) for revising the terms of the purchase agreement.  The additional shares were accounted for as an 
additional discount to the Debentures of $285,000. 
 
As part of the Debenture agreement, the Company was required to pay Breckenridge a placement fee in the amount of 
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$350,000 payable in stock at the conclusion of the Debenture.  The Company satisfied the obligation through the issuance of 
2,000,000 shares of the Company’s Class A common stock valued at $358,000, or $0.179 per share and 377,717 shares of the 
Company’s Class A common stock valued at $59,000, or $0.157 per share.  The Company recorded the expense as interest 
expense during December 2003. 
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Fonix Corporation and Subsidiaries 
Notes to Condensed Consolidated Financial Statements 

 
 
 
In March 2004, the Company discovered that during 2003 an aggregate of 2,277,778 shares of Class A common stock (the 
“Unauthorized Shares”) were improperly transferred to the Debenture holder as a result of (i) the unauthorized release from 
escrow of the Collateral Shares (net of the Released Shares), and (ii) the transfer to the Debenture holder of a duplicate 
certificate for 194,445 shares where the original certificate was not returned to the transfer agent for cancellation.  The 
Unauthorized Shares were, therefore, in excess of the shares the Debenture holder was entitled to receive.  No consideration 
was paid to or received by the Company for the Unauthorized Shares during 2003; therefore, the Company did not recognize 
the Unauthorized Shares as being validly issued during 2003 nor subsequently.  Accordingly, the Company does not deem 
the Unauthorized Shares to be validly outstanding and the transfer of the Unauthorized Shares to the Debenture holder has 
not been recognized in the accompanying consolidated financial statements.  
 
Upon discovering in March 2004 that the Unauthorized Shares had been improperly transferred to the Debenture holder, the 
Company attempted to settle the matter with the Debenture holder but was unable to reach a settlement.  Accordingly, on 
May 3, 2004, the Company filed a lawsuit against the Debenture holder, alleging the improper transfer to and subsequent sale 
of the Unauthorized Shares by the Debenture holder.  The lawsuit was subsequently dismissed without prejudice and refilled 
on October 12, 2004.  The complaint seeks (i) a declaratory judgment that the Company may set off the fair value of the 
Unauthorized Shares against the value the Company owes to the Debenture holder in connection with the Series I Preferred 
Stock transaction (see Note 7), (ii) judgment against the Debenture holder for the fair value of the Unauthorized Shares, and 
(iii) punitive damages from the Debenture holder for improper conversion of the Unauthorized Shares. 
 
7.  PREFERRED STOCK  
 
The Company’s certificate of incorporation allows for the issuance of preferred stock in such series and having such terms 
and conditions as the Company’s board of directors may designate. 
 
Series A Convertible Preferred Stock - At March 31, 2005, there were 166,667 shares of Series A convertible preferred stock 
outstanding.  Holders of the Series A convertible preferred stock have the same voting rights as common stockholders, have 
the right to elect one person to the board of directors and are entitled to receive a one time preferential dividend of $2.905 per 
share of Series A convertible preferred stock prior to the payment of any dividend on any class or series of stock.  At the 
option of the holders, each share of Series A convertible preferred stock is convertible into one share of Class A common 
stock and in the event that the common stock price has equaled or exceeded $10 per share for a 15 day period, the shares of 
Series A convertible preferred stock will automatically be converted into Class A common stock.  In the event of liquidation, 
the holders are entitled to a liquidating distribution of $36.33 per share and a conversion of Series A convertible preferred 
stock at an amount equal to .0375 shares of common stock for each share of Series A convertible preferred stock. 
 
Series H Preferred Stock - The Company issued 2,000 shares of 5% Series H nonvoting, nonconvertible preferred stock with 
a stated value of $10,000 per share on February 24, 2004.  The Series H Preferred Stock is carried at $4,000,000 or $2.00 per 
share. 
 
Dividends on the stated value of the outstanding Series H Preferred Stock are payable at the rate of 5% per annum as and 
when declared by the Board of Directors.  The annual dividend requirement is $1,000,000.  If dividends are declared on 
Fonix's common stock, as a condition of that dividend, Fonix is required to pay 3% of the aggregate amount of such dividend 
to the holders of the Series H Preferred Stock.  Dividends on the Series H Preferred Stock are payable in cash or, at the option 
of Fonix, in shares of Class A common stock.   
 
In the event of a voluntary or involuntary liquidation, dissolution or winding up of Fonix, the funds available for distribution, 
after payment to creditors and then to the holders of Fonix's Series A preferred stock of their liquidation payment, but before 
any liquidation payments to holders of junior preferred stock or common stock, would be payable to the holders of the Series 
H Preferred Stock (and any other subsequently created class of preferred stock having equal liquidation rights with the Series 
H Preferred Stock) in an amount equal to the stated value of the then outstanding Series H Preferred Stock plus any unpaid 
accumulated dividends thereon.  The closing of any transaction or series of transactions involving the sale of all or 
substantially all of the assets of Fonix, LTEL or a merger, reorganization or other transaction in which holders of a majority 
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of the outstanding voting control of Fonix do not continue to own a majority of the outstanding voting shares of the surviving 
corporation would be deemed to be a liquidation entitling the holders of the Series H Preferred Stock, at their option, to the 
payments described above. 
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Fonix Corporation and Subsidiaries 
Notes to Condensed Consolidated Financial Statements 

 
 
 
Fonix has the option, but not the obligation, exercisable at any time, to redeem all or any portion of the outstanding Series H 
Preferred Stock.  The redemption price is equal to any unpaid accumulated dividends on the redeemed shares plus a 
percentage of the $10,000 per share stated value of the redeemed shares, based on the date the redemption occurs in relation 
to the original issuance date as follows: before the second anniversary - 102%; thereafter but before the third anniversary - 
104%; thereafter but before the fourth anniversary - 106% and thereafter - 108%.  If shares of Series H Preferred Stock are 
redeemed, additional Series H Preferred Stock dividends will be recognized on the date of redemption in an amount equal to 
the difference between the amount paid to redeem the shares and their original fair value at the date of issuance of $2,000 per 
share.   
 
Under the terms of the Series H Preferred Stock, the consent of the holders of 66% of the outstanding Series H Preferred
Stock is required in order to:  
 
$ issue securities with any rights senior to or on parity with the Series H Preferred Stock;  
$ sell substantially all of Fonix's assets, grant any exclusive rights or license to Fonix's products or intangible assets 

(except in the ordinary course of business), or merge with or consolidate into any other entity in a transaction or series of 
related transactions, except during periods after the stated value of the outstanding Series H Preferred Stock is less than 
$5,000,000;  

$ redeem any outstanding equity securities, except for previously issued options, warrants, or preferred stock, except 
during periods after the stated value of the outstanding Series H Preferred Stock outstanding is less than $5,000,000; or  

$     make any changes in the rights, preferences, or privileges of the Series H Preferred Stock or amend the certificate of 
incorporation or bylaws. 

 
Series I Convertible Preferred Stock - On October 24, 2003, the Company entered into a private placement of shares of its 
Class A common stock with The Breckenridge Fund, LLC, a New York limited liability company ("Breckenridge").  Under 
the terms of the private placement, Breckenridge agreed to purchase 1,043,478 shares of our Class A common stock for 
$240,000 (the "Private Placement Funds"). 
 
Subsequent to the Company’s receiving the Private Placement Funds, but before any shares were issued in connection with 
the private placement, the Company agreed with Breckenridge to rescind the private placement of the shares and to 
restructure the transaction.  The Company retained the Private Placement Funds as an advance in connection with the 
restructured transaction.  The Company paid no interest or other charges to Breckenridge for use of the Private Placement 
Funds. 
 
Following negotiations with Breckenridge, on January 29, 2004, the Company issued to Breckenridge 3,250 shares of 8% 
Series I Convertible Preferred Stock (the "Series I Preferred Stock"), for an aggregate purchase price of $3,250,000, including 
the Private Placement Funds which the Company had already received.  The Company received the proceeds from the 
issuance of the Series I Preferred Stock in January 2004.  The Series I Preferred Stock was issued under a purchase 
agreement (the "Purchase Agreement") dated as of December 31, 2003.  The Series I Preferred Stock has a stated value of 
$1,000 per share.  
 
In connection with the offering of the Series I Preferred Stock, the Company also issued to Breckenridge warrants to 
purchase up to 965,839 shares of the Company’s Class A common stock at $0.50 per share, exercisable through December 
31, 2008, and issued 2,414,596 shares of Class A common stock. 
 
In connection with the issuance of the Series I Preferred Stock, the Company agreed to register the resale by Breckenridge of 
the Class A common shares issued and the Class A common shares issuable upon conversion of the Series I Preferred Stock, 
issuable as payment of dividends accrued on the Series I Preferred Stock and issuable upon exercise of the warrants.  
 
Dividends on the Series I Preferred Stock are payable at the annual rate of 8% of the stated value of the shares of Series I 
Preferred Stock outstanding.  The dividends are payable in cash or shares of our Class A common stock, at the Company’s 
option.  Aggregate annual dividend requirements for the Series I Preferred Stock are $260,000.  As of March 31, 2005, the 
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Company had accrued dividends of $304,000 on its Series I Preferred Stock. 
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Fonix Corporation and Subsidiaries 
Notes to Condensed Consolidated Financial Statements 

 
 
 
In the event of a voluntary or involuntary liquidation, dissolution or winding up of Fonix, the funds available for distribution,
after payment to creditors and then to the holders of Fonix's Series A preferred stock of their liquidation payment, but before
any liquidation payments to holders of junior preferred stock or common stock, would be payable to the holders of the Series
I Preferred Stock in an amount equal to the stated value of the then outstanding Series I Preferred Stock plus any unpaid
accumulated dividends thereon. 
 
The Series I Preferred Stock is convertible into shares of our Class A common stock at the lower of (i) $0.75 per share or (ii) 
87.5% of the average of the two lowest closing bid prices over the twenty trading days prior to the conversion date. 
 
Under the terms of the purchase agreement, the Company agreed to establish an escrow account (the “Escrow Account”), into 
which it deposits funds which can be used for the Company’s optional redemption of the Preferred Stock, or which may be 
used by Breckenridge to require the Company to redeem the Preferred Stock if the Company has defaulted under the 
purchase agreement.  The Company is required to deposit into the Escrow Account 25% of any amount it receives in excess 
of $1,000,000, calculated per put, under the terms of the Fifth Equity Line of Credit, or other similar equity line of financing 
arrangement.   As of March 31, 2005, the Company had deposited $395,000 into the escrow account in full compliance with 
the requirement.  The escrow deposit is reflected as a long-term asset in the accompanying financial statements.  
 
In the event that there remains in the Escrow Account amounts following either (i) the conversion of all of the outstanding 
shares of Preferred Stock, together with any accrued and unpaid dividends thereon, or (ii) redemption of all of the 
outstanding shares of Preferred Stock, together with any accrued and unpaid dividends thereon, those remaining amounts 
shall be released from the Escrow Account to the Company. 
 
The Company has granted Breckenridge a first lien position on the Company’s intellectual property assets as security under 
the Purchase Agreement. Breckenridge has agreed to release such lien upon the registration of the Company’s Class A 
common stock becoming effective, which has occurred, and the Company depositing $2,000,000 in the Escrow Account.  
 
Redemption of the Preferred Stock, whether at our option or that of Breckenridge, requires the Company to pay, as a 
redemption price, the stated value of the outstanding shares of Preferred Stock to be redeemed, together with any accrued but 
unissued dividends thereon, multiplied (i) 120% for any redemption occurring between the 151st day and the second 
anniversary of the closing date of the issuance or (ii) 130% for any payment of the redemption price occurring on or after the 
second anniversary of the closing date of the issuance. 
 
The Company allocated the proceeds from the issuance of the Series I Preferred Stock, warrants, additional shares and fee 
shares as follows: $262,000 was allocated to the warrants, $730,000 was allocated to the common shares, $429,000 to the 
Series I Preferred Stock, and $1,830,000 to a beneficial conversion option.  The amounts allocated to the warrants, common 
shares and the beneficial conversion option resulted in a discount on the Series I Preferred Stock that was fully amortized at 
the date of issuance, resulting in the recognition of a dividend on the Series I Preferred Stock of $2,821,000 on January 29, 
2004.  The Series I Preferred Stock was recorded as an item of stockholders’ deficit with $2,821,000 recognized as a 
dividend distribution related to the beneficial conversion and $429,000 as the value of the Series I Preferred Stock. 
 
As of March 31, 2005, the Company has issued 18,490,433 shares of the Company’s Class A common stock in response to 
conversion requests during 2004 and 2005 for 1,900 shares of Series I Preferred Stock.  As of March 31, 2005, there were 
1,350 shares of Series I Preferred Stock outstanding.  Subsequent to March 31, 2005 and through May 11, 2005, the 
Company issued an additional 3,763,343 shares of Class A common stock in conversion of 78.207 shares of Series I 
Preferred Stock. 
 
The Company and Breckenridge are engaged in litigation in New York Superior Court concerning the Company’s assertion 
that it should be allowed to offset certain claims against Breckenridge against the balance due under the Series I Preferred 
Stock, as more fully described in Note 10 below. 
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Fonix Corporation and Subsidiaries 
Notes to Condensed Consolidated Financial Statements 

 
 
 
8.  EQUITY LINES OF CREDIT 
 
Fifth Equity Line of Credit - The Company entered, as of July 1, 2003, into a fifth private equity line agreement (the “Fifth 
Equity Line Agreement”) with the Equity Line Investor.  Under the Fifth Equity Line Agreement, the Company had the right 
to draw up to $20,000,000 against an equity line of credit (“the Fifth Equity Line”) from the Equity Line Investor.  The 
Company was entitled under the Fifth Equity Line Agreement to draw certain funds and to put to the Equity Line Investor 
shares of the Company’s Class A common stock in lieu of repayment of the draw.  The number of shares to be issued is 
determined by dividing the amount of the draw by 90% of the average of the two lowest closing bid prices of the Company’s 
Class A common stock over the ten trading days after the put notice is tendered.  The Equity Line Investor is required under 
the Fifth Equity Line Agreement to tender the funds requested by the Company within two trading days after the ten-trading-
day period used to determine the market price.   
 
For the three months ended March 31, 2005, the Company issued 5,480,405 shares of Class A common stock to the Equity 
Line Investor in full satisfaction of an outstanding put of $668,000. 
 
Sixth Equity Line of Credit – On November 15, 2004, the Company entered into a sixth private equity line agreement (the 
“Sixth Equity Line Agreement”) with the Equity Line Investor.  Under the Sixth Equity Line Agreement, the Company has 
the right to draw up to $20,000,000 against an equity line of credit (“the Sixth Equity Line”) from the Equity Line Investor. 
 The Company is entitled under the Sixth Equity Line Agreement to draw certain funds and to put to the Equity Line Investor 
shares of the Company’s Class A common stock in lieu of repayment of the draw.  The number of shares to be issued is 
determined by dividing the amount of the draw by 90% of the average of the two lowest closing bid prices of the Company’s 
Class A common stock over the ten trading days after the put notice is tendered.  The Equity Line Investor is required under 
the Sixth Equity Line Agreement to tender the funds requested by the Company within two trading days after the ten-trading-
day period used to determine the market price. 
 
In connection with the Sixth Equity Line Agreement, the Company granted registration rights to the Equity Line Investor and 
filed a registration statement on Form S-2, which covered the resales of the shares to be issued under the Sixth Equity Line. 
 The Company is obligated to maintain the effectiveness of the registration statement. 
 
The Company entered into an agreement with the Equity Line Investor to terminate all previous equity lines, and cease 
further draws or issuances of shares in connection with all previous equity lines.  As such, as of the date of this report, the 
only active equity line of credit was the Sixth Equity Line. 
 
For the three months ended March 31, 2005, the Company received $2,050,000 in funds and a subscription receivable of 
$6,000 drawn under the Sixth Equity Line, less commissions and fees of $60,000 and issued 28,320,751 shares of Class A 
common stock to the Equity Line Investor. 
 
9.  COMMON STOCK, STOCK OPTIONS AND WARRANTS 

 
Class A Common Stock – During the three months ended March 31, 2005, 33,801,156 shares of Class A common stock were 
issued in connection with draws on the equity line (see Note 8), 10,054,561 shares were issued in conversion of 900 shares of 
Series I Preferred Stock, 1,384,275 shares were issued as payment of $250,000 of Series H Preferred dividends and 655,162 
shares were issued as payment of $124,000 of interest on long-term debt. 
 
Stock Options – On January 19, 2005 the Company entered into an option exchange program with its employees, wherein the 
Company gave eligible Fonix employees the opportunity to exchange outstanding stock options for the same number of new 
options to be issued at least six months and one day from the expiration of the offer.  As a result of the option exchange 
program, the Company cancelled 414,450 options to purchase shares of the Company’s Class A common stock effective 
February 22, 2005.  The Company issued a promise to grant options on August 23, 2005, to employees who elected to tender 
their options.  As of March 31, 2005, the Company had a total of 992,950 options to purchase Class A common stock 
outstanding.  .During the three months ended March 31, 2005, the Company granted options to employees to purchase 
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708,100 shares of Class A common stock, none of which were to employees participating in the option exchange program. 
 The options have an exercise price of $0.12 per share, which was the quoted fair market value of the stock on the dates of 
grant.  The options granted vest over the three years following issuance.  Options expire within ten years from the date of 
grant if not exercised.  Using the Black-Scholes pricing model, the weighted average fair value of the employee options was 
$0.11 per share.   
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Fonix Corporation and Subsidiaries 
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Warrants – As of March 31, 2005, the Company had warrants to purchase a total of 1,005,389 shares of Class A common 
stock outstanding that expire through 2010. 
 
10.  LITIGATION, COMMITMENTS AND CONTINGENCIES  
 
U.S. Department of Labor Settlement Agreement - On March 5, 2003, the Company entered into a settlement agreement 
with the U.S. Department of Labor relating to back wages owed to former and current employees during 2002.  Under the 
agreement the Company is required to pay an aggregate of $4,755,000 to certain former and current employees in twenty-
four installment payments.  The first installment payment was due May 1, 2003.  The remaining payments are due on the first 
day of each month, until paid in full.  If any of the installment payments are more than fifteen days late, the entire balance 
may become due and payable. 
 
The Company did not have sufficient cash to pay the first installment payment due May 1, 2003.  The Company reached an 
agreement with the Department of Labor to extend the commencement date for installment payments to August 1, 2003 and 
since that time has made the required payments due under the modified agreement.  On March 31, 2004, the balance due 
under this obligation was approximately $914,000.  
 
Grenfell Litigation - Two of the Company’s subsidiaries, LecStar Telecom, Inc., and LecStar DataNet, Inc., (the 
“Subsidiaries”) are among the defendants who have been sued in the Superior Court of Fulton County, State of Georgia, by 
James D. Grenfell, the former CFO of LecStar.  The suit was filed in December 2003. The plaintiff in that case alleges that he 
has an unpaid judgment in the amount of $1,015,000 plus interest against the former parent entities of the Subsidiaries and 
that the transfer of such stock and business in December 2002 was in violation of the Georgia Fraudulent Transfer statute. 
The plaintiff sought a preliminary injunction prior to our acquisition of the capital stock of LTEL in February 2004.  The 
Georgia state trial court denied the plaintiff’s motion for injunctive relief. The Plaintiff did not appeal.  Several of the 
defendants in the action, including the Subsidiaries, have filed a motion to dismiss the action.  As of March 28, 2005, the trial 
court had not ruled on that motion.  LecStar Telecom, Inc. has also intervened in the underlying action relating to the 
judgment and has appealed the Court’s order granting the judgment against the Subsidiaries’ former parents. That appeal is 
pending before the Georgia Court of Appeals. To the extent that we or our subsidiaries are or should become proper parties to 
this action, and if the appeal and the motion to dismiss are denied, the Company will defend vigorously against these claims.  
 
First Empire Complaint – One of the Company’s subsidiaries, LTEL Holding Corporation, is among the defendants who 
have been sued in the Superior Court of Fulton County, State of Georgia, by First Empire Corporation and Allen B. Thomas, 
directly and derivatively in his capacity as shareholder of LecStar Corporation.  The lawsuit was filed in July 2004.  The 
plaintiffs in that case allege that certain of the defendants employed fraudulent and deceptive means to acquire the assets of 
LecStar Corporation, which included the capital stock of the Subsidiaries, LecStar Telecom, Inc. and LecStar Datanet, Inc. 
 The plaintiffs further allege that those defendants subsequently transferred the stock of the subsidiaries to LTEL Holding 
Ltd., which we acquired through our subsidiary LTEL Acquisition Corporation in February 2004.  The plaintiffs argue that 
they are entitled to recover the value that we paid for LTEL Holding Corporation under multiple legal theories including 
breaches of fiduciary duty, negligence, gross negligence, conversion, fraud and violation of the Georgia Securities Act. 
 Three of the employees of the Subsidiaries have also been named as defendants in the litigation.   
 
The Company has filed an answer in the litigation and are in the process of seeking to have a default judgment which the 
plaintiffs obtained against the Company set aside.  The plaintiffs claim that they are entitled to the default judgment because 
the Company did not timely answer the complaint.  However, the complaint was not properly delivered to the Company in a 
timely fashion, which the Company believes is an adequate basis to have the default judgment entered against the Company 
set aside.   
 
The Company has not been involved in discovery in this litigation because the litigation is in the early stages.  Nonetheless, 
the Company believes that the claims of the plaintiffs are without merit and management intends to vigorously defend against 
the claims of the plaintiffs.   
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Fonix Corporation and Subsidiaries 
Notes to Condensed Consolidated Financial Statements 

 
 
 
The principal Series H preferred stockholder has placed 300 shares of Series H Preferred Stock in escrow for a period of 12 
months from the date of acquisition as protection with respect to breaches of representations and warranties of the LTEL 
selling stockholders, including any liability or payment that may arise from the above mentioned legal action.  As a result of 
the filing of the First Empire Litigation, we have asserted a claim for breach of certain representations and warranties.  To our 
knowledge, the Escrow Shares have not been released.  
 
Breckenridge Lawsuit - On May 3, 2004, the Company filed a lawsuit against The Breckenridge Fund, LLC 
(“Breckenridge”), alleging the improper transfer to and subsequent sale of shares of our common stock by Breckenridge. 
 That lawsuit was subsequently dismissed without prejudice and refilled in the Third Judicial District Court of Salt Lake 
County, Utah, on October 13, 2004 (the “Breckenridge Lawsuit”).  The complaint seeks (i) a declaratory judgment that we 
may set off the fair value of the Unauthorized Shares against the value we owe to Breckenridge in connection with the Series 
I Preferred Stock transaction, (ii) judgment against Breckenridge for the fair value of the Unauthorized Shares, and (iii) 
punitive damages from Breckenridge for improper conversion of the Unauthorized Shares.  We also sought and obtained a 
temporary restraining order against Breckenridge, prohibiting them from selling any of our common stock, or alternatively 
requiring Breckenridge to deposit the proceeds of any such sales into an interest bearing account.  Breckenridge removed the 
case to the United States District Court for the District of Utah, which: (1) found that the state court’s temporary restraining 
order had expired; and (2) declined to enter its own injunction.   On March 18, 2005, the federal court dismissed the 
Breckenridge Lawsuit without prejudice, finding that a forum selection clause required the claims to be litigated in New 
York.  The Company intends to litigate those claims in New York.  
 
First Series I Complaint – On November 10, 2004, Breckenridge tendered to Fonix a conversion notice, converting 16 
shares of Series I Preferred Stock into 123,971 shares of common stock.  In light of the temporary restraining order that had 
been issued by the state court in the Breckenridge Lawsuit, Fonix instructed its transfer agent to include on the share 
certificate a legend referencing the restraining order and the Breckenridge Lawsuit.   Subsequently, Breckenridge filed a 
complaint against us (Supreme Court of the State of New York, County of Nassau, Index No. 015822/04) in connection with 
the Series I Preferred Stock (the “First Series I Complaint”).  In the First Series I Complaint, Breckenridge alleges that it was 
improper for us to include any legends on the shares issued in connection with conversions of the Series I Preferred Stock 
other than those agreed to by Breckenridge in the Series I Preferred Stock purchase agreement (the “Series I Agreement”). 
 Breckenridge also seeks liquidated damages for our failure to issue shares free of the allegedly inappropriate legend.  The 
Complaint seeks $4,000,000 in compensatory damages and $10,000,000 in punitive damages.  The Company has filed a 
motion to dismiss and intends to vigorously defend itself. 
 
Subsequent to filing the complaint, Breckenridge moved for a temporary restraining order to prevent the Company from 
issuing shares with any legend other than those agreed upon by Breckenridge in the Series I Agreement.  On November 18, 
2004, at a hearing on Breckenridge’s motion, the court entered an order stating that we may not place any legend on shares 
issued to Breckenridge upon conversion of the Series I Preferred Stock other than those permitted under the Series I 
Agreement. 
 
The Security Agreement Complaint – On November 23, 2004, Breckenridge filed a complaint against the Company 
(Supreme Court of the State of New York, County of Nassau, Index No. 015185/04) alleging: (1) Fonix executed a Security 
Agreement and a Registration Rights Agreement in connection with the Series I Agreement pursuant to which it granted to 
Breckenridge a security interest in certain collateral, including Fonix’s intellectual property (the “Collateral”); (2) Fonix 
breached the Registration Rights Agreement and the Security Agreement; and (3) Breckenridge is entitled to damages 
totaling $585,000 and possession of the Collateral.  The Company has filed a motion to dismiss and intends to vigorously 
defend itself. 
   
Second Series I Complaint – On March 10, 2005, Breckenridge filed a complaint against the Company (Supreme Court of 
the State of New York, County of Nassau, Index No. 3457/05) in connection with the Series I Preferred Stock (the “Second 
Series I Complaint”).  In the Second Series I Complaint, Breckenridge alleges that Fonix improperly failed to honor a 
conversion notice it tendered to us on February 25, 2005, converting 500 shares of Series I Preferred Stock into 6,180,469 
shares of common stock.  Breckenridge sought a temporary restraining order and preliminary injunction requiring Fonix to 
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honor that conversion notice, and all subsequently tendered conversion notices.  On March 14, 2005, the Court entered a 
temporary restraining order directing us to honor the February 25, 2005, conversion notice, and directed Breckenridge to 
deposit all proceeds from the sale of the converted shares to be deposited in an interest-bearing escrow account. 
 Breckenridge subsequently agreed that it would deposit the proceeds of all converted shares into the interest-bearing escrow 
account pending the outcome of this litigation.  The Company has filed a counterclaim against Breckenridge and intends to 
vigorously defend itself against the claims of Breckenridge.  
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Fonix Corporation and Subsidiaries 
Notes to Condensed Consolidated Financial Statements 

 
 
 
11. BUSINESS SEGMENTS 
 
Information related to Fonix’s reportable operating business segments is shown below.  Fonix’s reportable segments are 
reported in a manner consistent with the way management evaluates the businesses.  The Company identifies its reportable 
business segments based on differences in products and services.  The accounting policies of the business segments are the 
same as those described in the summary of significant accounting policies.  The products and services of each business 
segment are further described in Note 1.  The Company has identified the following business segments: 
 
LecStar Telecom - Telecommunications services include wireline voice, data, long distance and Internet services to business 
and residential customers. 
 
Speech - The Company’s speech-enabling technologies include automated speech recognition and text-to-speech for wireless 
and mobile devices, computer telephony and server solutions, and personal software for consumer applications.  
 
Fonix Telecom – Telecommunications services including Voice over Internet Protocol (“VOiP”) and Broadband over Power 
Line (“BPL”) and other services including satellite television and security services to business and residential customers 
 
The following presents certain segment information as of and for the three months ended March 31, 2005: 
 

 
Revenues and assets outside the United States of America were not material.  During the three months ended March 31, 2005 
and 2004, the Company had no customers that exceeded 10% of total revenues.   

 
12.  SUBSEQUENT EVENTS 
 
Subsequent to March 31, 2005 and through May 11, 2005 the Company received $693,000 in funds drawn under the Sixth 
Equity Line and issued 26,182,267 additional shares of Class A common stock to the Equity Line Investor. 
 
Subsequent to March 31, 2005 and through May 11, 2005, the Company issued 3,763,343 shares of its Class A common 
stock in conversion of 78.207 shares of Series I Preferred Stock 
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 LecStar Telecom  Fonix Telecom Speech   Total  
      
Revenues from external customers $  3,906,000  $          7,000 $    310,000  $  4,223,000  
Selling, general and administrative 1,909,000  447,000 1,059,000  3,415,000  
Depreciation and amortization 1,603,000  -- 20,000  1,623,000  
Interest expense 418,000  -- 324,000  742,000  
Gain on sale of investments 134,000  -- --  134,000  
Segment loss (1,960,000)  (448,000) (1,672,000)  (4,080,000)  
Segment assets 13,866,000  -- 3,691,000  17,557,000  
Expenditures for segment assets 138,000  -- 7,000  145,000  
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 

OPERATIONS 
 
This report on Form 10-Q contains, in addition to historical information, forward-looking statements that involve 
substantial risks and uncertainties.  All forward-looking statements contained herein are deemed by Fonix to be covered 
by and to qualify for the safe harbor protection provided by Section 21E of the Private Securities Litigation Reform Act of 
1995.  Actual results could differ materially from the results anticipated by Fonix and discussed in the forward-looking 
statements.  When used in this report, words such as “believes,” “expects,” “intends,” “plans,” “anticipates,” “estimates,”
and similar expressions are intended to identify forward-looking statements, although there may be certain forward-
looking statements not accompanied by such expressions.  Factors that could cause or contribute to such differences are 
discussed in the Company’s Annual Report on Form 10-K for the year ended December 31, 2004.  
 
To date, we have earned only limited revenue from operations and intend to continue to rely primarily on financing 
through the sale of our equity and debt securities to satisfy future capital requirements. 

Overview 
 

We are engaged in providing integrated telecommunications services through Fonix Telecom, Inc., and LecStar Telecom, 
Inc., and value-added speech technologies through The Fonix Speech Group.  We operate Fonix Telecom, Inc., and LecStar 
Telecom, Inc., a regional provider of telecommunications services in the Southeastern United States and LecStar DataNet, 
Inc., a provider of Internet services.  (LecStar Telecom, Inc. and LecStar DataNet are collectively referred to in this report as 
“LecStar.”)   
 

We offer our speech-enabling technologies including automated speech recognition (“ASR”) and text-to-speech 
(“TTS”) through The Fonix Speech Group.  We offer our ASR and TTS technologies to markets for wireless and mobile 
devices, computer telephony, server solutions and personal software for consumer applications. We have received various 
patents for certain elements of our core technologies and have filed applications for other patents covering various aspects of 
our technologies. We seek to develop relationships and strategic alliances with third-party developers and vendors in 
telecommunications, computers, electronic devices and related industries, including producers of application software, 
operating systems, computers and microprocessor chips.  Revenues are generated through providing telecommunication 
services, licensing of speech-enabling technologies, maintenance contracts and services. 
 

Fonix Telecom’s non-regulated telecommunication services include VoIP, BPL and wireless broadband access. 
 These services are initially available in the southeastern United States and we anticipate that they eventually will be 
available throughout the United States. 
 

LecStar’s telecommunication services include wireline voice, data, long distance and Internet services to business 
and residential customers.  LecStar Telecom, Inc., is certified by the Federal Communications Commission in nine states—
Alabama, Florida, Georgia, Kentucky, Louisiana, Mississippi, North Carolina, South Carolina and Tennessee—as a 
competitive local exchange carrier (“CLEC”) to provide regulated local, long distance and international telecommunications 
services.  LecStar DataNet, Inc., provides non-regulated telecommunication services including Internet access. 
 

For the three months ended March 31, 2005 and 2004, we generated revenues of $4,223,000 and $1,925,000, 
respectively; incurred net losses of $4,080,000 and $2,342,000, respectively; and had negative cash flows from operating 
activities of $2,559,000 and $5,478,000, respectively.  As of March 31, 2005, we had an accumulated deficit of 
$231,002,000, negative working capital of $13,121,000, accrued liabilities of $6,877,000, accounts payable of $5,383,000 
and accrued employee wages and other compensation of $1,311,000.  We expect to continue to incur significant losses and 
negative cash flows from operating activities through at least December 31, 2005, primarily due to expenditure requirements 
associated with continued marketing and development of our speech-enabling technologies and further developing our 
telecommunications services business. 
 

Our cash resources, limited to collections from customers, draws on the Sixth Equity Lines and loans, have not been 
sufficient to cover operating expenses.  We have not been declared in default under the terms of any material agreements. 
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Significant Accounting Policies 

 
The discussion and analysis of our financial condition and results of operations are based upon our consolidated 

financial statements, which have been prepared in accordance with accounting principles generally accepted in the United 
States.  The preparation of these financial statements requires management to make estimates and assumptions that affect the 
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of sales and expenses during the reporting period.  Significant accounting policies and 
areas where substantial judgments are made by management include: 
 

Accounting estimates - The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States requires management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities and the disclosures of contingent assets and liabilities at the date of the financial statements, and the 
reported amounts of revenues and expenses during the reporting period.  Actual results could differ from those estimates. 
 

 Valuation of long-lived assets - The carrying values of our long-lived assets are reviewed for impairment whenever 
events or changes in circumstances indicate that they may not be recoverable. When such an event occurred, we would 
project undiscounted cash flows to be generated from the use of the asset and its eventual disposition over the remaining life 
of the asset.  If projections were to indicate that the carrying value of the long-lived asset would not be recovered, the 
carrying value of the long-lived asset, other than software technology, would be reduced by the estimated excess of the 
carrying value over the projected discounted cash flows. 
 

Intangible assets – Customer base, contracts and agreements and brand names are amortized over their estimated 
useful lives unless they are deemed to have indefinite useful lives.  For intangible assets subject to amortization, an 
impairment charge is recognized if the carrying amount is not recoverable and the carrying amount exceeds the fair value of 
the intangible asset.  Intangible assets deemed to have indefinite useful lives, primarily the LecStar brand name are not 
amortized, are tested for impairment on a quarterly basis and impairment is recognized if the carrying amount is not 
recoverable or exceeds its fair value.  During the year ended December 31, 2004, we recorded an impairment loss on the 
intangible asset related to the contracts and agreements acquired in connection with the LecStar acquisition (see Note 2 of the 
Condensed Consolidated Financial Statements) of $738,000 based on estimated future cash flows. 
 

Goodwill - Goodwill represents the excess of the cost over the fair value of net assets of acquired businesses. 
Goodwill is not amortized, but is tested for impairment quarterly or when a triggering event occurs.  If a triggering event 
occurs, the undiscounted net cash flows of the asset or entity to which the goodwill relates are evaluated.  Impairment is 
indicated if undiscounted cash flows are less than the carrying value of the assets.  The amount of the impairment is measured 
using a discounted-cash-flow model considering future revenues, operating costs, a risk-adjusted discount rate and other 
factors.   
 

Revenue recognition – We recognize revenue when pervasive evidence of an arrangement exists, services have 
been rendered or products have been delivered, the price to the buyer is fixed and determinable and collectibility is 
reasonable assured.  Revenues are recognized by us based on the various types of transactions generating the revenue.  For 
software sales, we recognize revenues in accordance with the provisions of Statement of Position No. 97-2, “Software 
Revenue Recognition” and related interpretations.  We generate revenues from licensing the rights to our software products 
to end users and from royalties.  For telecommunications services, revenue is recognized in the period that the service is 
provided.   
 

For The Fonix Speech Group, revenue of all types is recognized when acceptance of functionality, rights of return, 
and price protection are confirmed or can be reasonably estimated, as appropriate.  Revenue for hardware units delivered is 
recognized when delivery is verified and collection assured.    
 

Revenue for products distributed through wholesale and retail channels and through resellers is recognized upon 
verification of final sell-through to end users, after consideration of rights of return and price protection.  Typically, the right 
of return on such products has expired when the end user purchases the product from the retail outlet.  Once the end user 
opens the package, it is not returnable unless the medium is defective.  
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When arrangements to license software products do not require significant production, modification or 
customization of software, revenue from licenses and royalties are recognized when persuasive evidence of a licensing 
arrangement exists, delivery of the software has occurred, the fee is fixed or determinable, and collectibility is probable. 
  Post-contract obligations, if any, generally consist of one year of support including such services as customer calls, bug 
fixes, and upgrades.  Related revenue is recognized over the period covered by the agreement.  Revenues from maintenance 
and support contracts are also recognized over the term of the related contracts. 
 

Revenues applicable to multiple-element fee arrangements are bifurcated among the elements such as license 
agreements and support and upgrade obligations using vendor-specific objective evidence of fair value. Such evidence 
consists primarily of pricing of multiple elements as if sold as separate products or arrangements.  These elements vary based 
upon factors such as the type of license, volume of units licensed, and other related factors.   
 

For Fonix Telecom, Inc., our telecommunications revenue is comprised of two main components: (1) fees paid by 
business and residential subscribers of voice and data services and (2) carrier access fees.  Subscriber revenues include 
monthly recurring charges, usage charges and non-recurring charges.  Monthly recurring charges are flat monthly fees for 
local phone and data services.  Usage charges, which primarily include long distance fees, are generally billed on a per-
minute or per-call basis.  Non-recurring charges are generally one-time charges for installation or changes to the subscriber’s 
service.  Carrier access fees are paid to us by other telecommunications carriers as compensation for originating and 
terminating the carriers’ long distance traffic.    
 
Deferred revenue as of March 31, 2005, and December 31, 2004, consisted of the following: 
 

 
Cost of revenues - Cost of revenues from telecommunications services consists mainly of billings from the 

incumbent local exchange carriers (“ ILECs”) for access to the ILECs network.  With respect to The Fonix Speech Group, 
cost of revenues from license, royalties, and maintenance consists of costs to distribute the product, installation and support 
personnel compensation, amortization and impairment of capitalized speech software costs, licensed technology, and other 
related costs.  Cost of service revenues consists of personnel compensation and other related costs. 
 

Software Technology Development and Production Costs - All costs incurred to establish the technological 
feasibility of speech software technology to be sold, leased, or otherwise marketed are charged to product development and 
research expense. Technological feasibility is established when a product design and a working model of the software 
product have been completed and confirmed by testing.  Costs to produce or purchase software technology incurred 
subsequent to establishing technological feasibility are capitalized.  Capitalization of software costs ceases when the product 
is available for general release to customers.  Costs to perform consulting or development services are charged to cost of 
revenues in the period in which the corresponding revenues are recognized.  Costs of maintenance and customer support are 
charged to expense when related revenue is recognized or when these costs are incurred, whichever occurs first. 
 

Capitalized software technology costs were amortized on a product-by-product basis.  Amortization was  recognized 
from the date the product was available for general release to customers as the greater of (a) the ratio that current gross 
revenue for a product bears to total current and anticipated future gross revenues for that product or (b) the straight-line 
method over the remaining estimated economic life of the products.  Amortization was charged to cost of revenues. 
 

We assessed unamortized capitalized software costs for possible write down on a quarterly basis based on net 
realizable value of each related product. Net realizable value was determined based on the estimated future gross revenues 
from a product reduced by the estimated future cost of completing and disposing of the product, including the cost of 
performing maintenance and customer support. The amount by which the unamortized capitalized costs of a software product 

Description Criteria for Recognition March 31, 2005 December 31, 2004 

Deferred unit royalties and license fees 
Delivery of units to end users or 
expiration of contract $       447,000 $       458,000 

Telecom deferred revenue Service provided for customer 495,000 526,000 

Total deferred revenue  $      942,000 $      984,000 
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exceeded the net realizable value of that asset was written off. 
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Stock-based Compensation Plans –We account for our stock-based compensation issued to non-employees using 
the fair value method in accordance with SFAS No. 123, “Accounting for Stock-Based Compensation.” Under SFAS No. 
123, stock-based compensation is determined as either the fair value of the consideration received or the fair value of the 
equity instruments issued, whichever is more reliably measurable.  The measurement date for these issuances is the earlier of 
the date at which a commitment for performance by the recipient to earn the equity instruments is reached or the date at 
which the recipient’s performance is complete. 
 

At March 31, 2005, we had stock-based employee compensation plans.  We account for the plans under the 
recognition method and measurement principles of APB Opinion No. 25, “Accounting for Stock Issued to Employees,” and 
the related Interpretations. Under APB Opinion No. 25, compensation related to stock options, if any, is recorded if an 
option’s exercise price on the measurement date is below the fair value of our common stock, and amortized to expense over 
the vesting period.  Compensation expense for stock awards or purchases, if any, is recognized if the award or purchase price 
on the measurement date is below the fair value of our common stock, and is recognized on the date of award or purchase.   
 

Imputed Interest Expense - Interest is imputed on long-term debt obligations and notes receivable where 
management has determined that the contractual interest rates are below the market rate for instruments with similar risk 
characteristics.  
 

Foreign Currency Translation - The functional currency of our Korean subsidiary is the South Korean won. 
 Consequently, assets and liabilities of the Korean operations are translated into United States dollars using current exchange 
rates at the end of the year.  All revenue is invoiced in South Korean won and revenues and expenses are translated into 
United States dollars using weighted-average exchange rates for the year. 
 

Comprehensive Income - Other comprehensive income presented in the accompanying consolidated financial 
statements consists of cumulative foreign currency translation adjustments.   
 

Recently Enacted Accounting Standards - In December 2004, the Financial Accounting Standards Board, or FASB, 
issued SFAS No. 123 (revised 2004), Share-Based Payment. SFAS No. 123(R) requires that the compensation cost relating 
to share-based payment transactions be recognized in financial statements.  The cost will be measured based on the fair value 
of the instruments issued. SFAS No. 123(R) covers a wide range of share-based compensation arrangements including share 
options, restricted share plans, performance-based awards, share appreciation rights and employee share purchase plans. 
SFAS No. 123(R) replaces SFAS No. 123 and supersedes APB Opinion No. 25. As originally issued in 1995, SFAS No. 123 
established as preferable the fair-value-based method of accounting for share-based payment transactions with employees. 
 However, that Statement permitted entities the option of continuing to apply the guidance in Opinion 25, as long as the 
footnotes to financial statements disclosed what net income would have been had the preferable fair-value-based method 
been used. We will be required to apply SFAS No. 123(R) as of the first interim reporting period that begins after June 15, 
2005, and we plan to adopt it using the modified-prospective method, effective July 1, 2005.  We are currently evaluating the 
impact SFAS No. 123(R) will have on us and, based on our preliminarily analysis, we expect that the adoption will not have 
a material impact on our financial statements. 
 

In December 2004, the FASB issued SFAS Statement No. 153, “Exchanges of Non-monetary Assets—an 
amendment of APB Opinion No. 29.” This Statement amends APB Opinion 29 to eliminate the exception for non-monetary 
exchanges of similar productive assets and replaces it with a general exception for exchanges of non-monetary assets that do 
not have commercial substance. A non-monetary exchange has commercial substance if the future cash flows of the entity are 
expected to change significantly as a result of the exchange. The statement will be effective in January 2006. We do not 
expect that the adoption of SFAS No. 153 will have a material impact on our consolidated financial statements. 
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Results of Operations 

Three months ended March 31, 2005, compared with three months ended March 31, 2004 
 

During the three months ended March 31, 2005, we recorded revenues of $4,223,000, an increase of $2,298,000 
from $1,925,000 in 2004.  The increase was primarily due to the acquisition of LecStar, accounting for $2,436,000 of the 
increase, increased non-recurring engineering (“NRE”) revenues of $125,000, increase retail revenues of $12,000, partially 
offset by decreased licenses revenues of $226,000, and decreased DECtalk royalties of $49,000. 
 

Cost of revenues was $2,187,000, an increase of $1,395,000 from $792,000 for the three months ended March 31, 
2005.  The increase was primarily due to the acquisition of LecStar, contributing $2,180,000 to the increase.  These costs 
represent expenses associated with providing LecStar’s services through the leasing of network components from BellSouth 
and long distance services purchased from inter-exchange carriers.   
 

Selling, general and administrative expenses were $3,415,000 for the three months ended March 31, 2005, a increase 
of $1,084,000 from $2,331,000 in 2004 The increase is primarily due to the acquisition of LecStar, which contributed 
$1,477,000 to the increase, and increased investor relations expenses of $45,000, increased occupancy related expenses of 
$14,000 partially offset by decreased salary and wage expenses of $186,000, decreased legal and accounting fees of 
$174,000, decreased travel expenses of $33,000 decrease other operating expenses of $24,000 decreased consulting expenses 
of $16,000 decreased taxes, licenses and permits of $12,000,  and decreased depreciation expenses of $7,000. 
 

We incurred research and product development expenses of $520,000 for the three months ended March 31, 2005, a 
decrease of $279,000 from $799,000 in 2004.  The decrease is primarily due to an overall decrease in salaries and wage-
related expenses of $214,000, decreased other operating expenses of $39,000, decreased travel expenses of $9,000, decreased 
consulting expenses of $22,000, due to a decrease in the utilization of external consultants, and decreased depreciation of 
$9,000 due to the overall decrease in fixed assets, partially offset by increased occupancy of $14,000. 
 

Net interest and other expense was $595,000 for the three months ended March 31, 2005, a decrease of $843,000 
from $248,000 for 2004.  The overall decrease is due to the gain on forgiveness of liabilities of $481,000, partially offset by 
increased interest expense of $319,000, the gain on the sale of long-term investments of $134,000 and increased interest 
income of $13,000. 

Three months ended March 31, 2004, compared with three months ended March 31, 2003 
 

During the three months ended March 31, 2004, we recorded revenues of $1,925,000, an increase of $1,335,000 
over the same period in the previous year.  The increase was primarily due to the acquisition of LecStar accounting for 
$1,447,000, partially offset by decreased NRE revenues of $87,000 and a decrease in DECtalk royalties of $25,000. 
  

Cost of revenues was $792,000 for the three months ended March 31, 2004, an increase of $712 000 from $80,000 
over the same period in the previous year.  The increase is primarily due to the acquisition of LecStar contributing $775,000 
to the increase.  These costs represent expenses associated with providing LecStar’s services through the leasing of network 
components from Bellsouth and long distance services purchased from inter-exchange carriers.  This increase was partially 
offset by decreased expenses related to NRE projects due to the overall decrease in NRE contracts during the quarter. 
 

Selling, general and administrative expenses were $2,924,000 for the three months ended March 31, 2004, 
representing an increase of $647,000 over the same period in the previous year.  The increase is due to increased depreciation 
expense and increased amortization expense related to intangible assets acquired in the LecStar acquisition of $601,000, 
increased legal and accounting fees of $219,000 also primarily related to the LecStar acquisition, and increased travel related 
expenses of $25,000, partially offset by decreased salary and wage related costs of $146,000, decreased taxes and license fees 
of $65,000, decreased investor relations related expenses of $51,000, decreased occupancy related costs of $21,000 and 
decreased promotion and advertising expenses of $21,000. 
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We incurred research and product development expenses of $799,000 for the three months ended March 31, 2004, a 
decrease of $876,000 over the same period in the previous year.  The decrease is primarily due to an overall decrease in 
salaries and wage related expenses of $770,000, decreased occupancy related costs of $51,000, decreased consulting 
expenses of $43,000 due to a decrease in the utilization of external consultants and decreased depreciation of $30,000 due to 
the overall decrease in fixed assets.  
 

Net interest and other expense was $233,000 for the three months ended March 31, 2004, a decrease of $509,000 
from the same period in the previous year.  The overall decrease is due to the retirement of the Series D Debentures during 
the fourth quarter of 2003, partially offset by increased interest expense related to debt acquired in connection with the 
LecStar acquisition. 
 
Liquidity and Capital Resources 
 

We must raise additional funds to be able to satisfy our cash requirements during the next 12 months. Product 
development, corporate operations, and marketing expenses will continue to require additional capital.  Because we presently 
have only limited revenue from operations, we intend to continue to rely primarily on financing through the sale of our equity 
and debt securities to satisfy future capital requirements until such time as we are able to enter into additional third-party 
licensing, collaboration, or co-marketing arrangements such that we will be able to finance ongoing operations from license, 
royalty, and sales revenue. There can be no assurance that we will be able to enter into such agreements. Furthermore, the 
issuance of equity or debt securities which are or may become convertible into equity securities of Fonix in connection with 
such financing could result in substantial additional dilution to the stockholders Fonix. 
 

As of March 31, 2005, our cash resources were limited to collections from customers, draws on the Sixth Equity 
Line, proceeds from the issuance of preferred stock and loan proceeds, and were only sufficient to cover current operating 
expenses and payments of current liabilities.  We have entered into certain term payment plans with current and former 
employees and vendors.  As a result of cash flow deficiencies, payments to former employees and vendors not on a payment 
 plan have been delayed.  At March 31, 2005, we had accrued liabilities of $6,877,000, accrued wages and other 
compensation payable to current and former employees amounted to approximately $1,311,000 and vendor accounts payable 
amounted to approximately $5,383,000.  We have not been declared in default under the terms of any material agreements. 
 

Several former employees filed suits against Fonix to collect past due wages or filed complaints with the State of 
Utah Labor Commission asserting past due wage claims.  We have settled several of these suits and are negotiating to settle 
the remaining suits on terms similar to those offered to current employees who are also owed past due wages. 
 

We had $4,223,000 in revenue and a loss of $4,080,000 for the three months ended March 31, 2005. Net cash used 
in operating activities of $2,559,000 for the three months ended March 31, 2005, resulted principally from the net loss 
incurred of $4,080,000 decreased accrued payroll of $455,000, decreased prepaid expenses and other current assets of 
$155,000, the gain recognized in connection with the sale of long-term assets of $134,000, decreased other assets of $48,000 
and decreased deferred revenues of $42,000, partially offset by amortization of intangible assets of $1,586,000, collection of 
LecStar accounts receivables of $218,000, increased accounts payable and accrued liabilities of $183,000 and depreciation 
expense of $37,000.  Net cash provided by investing activities of $92,000 is due to the sale of long-term investments of 
$237,000, partially offset by purchases of property and equipment of $145,000.  Net cash provided by financing activities of 
$2,614,000 consisted of the receipt of $2,652,000 in cash related to the sale of shares of Class A common stock, partially 
offset by principal payments on notes payable of $60,000. 
  

We had negative working capital of $13,121,000 at March 31, 2005, compared to negative working capital of 
$13,580,000 at December 31, 2003.  Current assets increased by $214,000 to $2,344,000 from December 31, 2004, to March 
31, 2005.  Current liabilities decreased by $235,000 to $15,464,000 during the same period.  The change in working capital 
from December 31, 2004, to March 31, 2005, reflects, in part, the increases resulting from collection of receivable balances 
and the overall decrease in the accrued payroll balance due to scheduled payments made during the period.  Total assets were 
$17,557,000 at March 31, 2005, compared to $19,000,000 at December 31, 2004. 
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Notes Payable - Related Parties 
 

During 2002, two of our executive officers (the “Lenders”) sold shares of our Class A common stock owned by 
them and advanced the resulting proceeds amounting to $333,000 to us under the terms of a revolving line of credit and 
related promissory note.  The funds were advanced for use in our operations.  The advances bear interest at 10 percent per 
annum, which interest is payable on a semi-annual basis.  The entire principal, along with unpaid accrued interest and any 
other unpaid charges or related fees, were originally due and payable on June 10, 2003.  Fonix and the Lenders agreed to 
postpone the maturity date on several occasions.  The note is presently due June 30, 2005.  All or part of the outstanding 
balance and unpaid interest may be converted at the option of the Lenders into shares of Class A common stock of Fonix at 
any time.  The conversion price was the average closing bid price of the shares at the time of the advances.  To the extent the 
market price of our shares is below the conversion price at the time of conversion, the Lenders are entitled to receive 
additional shares equal to the gross dollar value received from the original sale of the shares.  A beneficial conversion option 
of $15,000 was recorded as interest expense in connection with this transaction.  The Lenders may also receive additional 
compensation as determined appropriate by the Board of Directors. 
 

In October 2002, the Lenders pledged 30,866 shares of the Company's Class A common stock to the Equity Line 
Investor in connection with an advance of $183,000 to us under the Third Equity Line (see Note 12 to Consolidated Financial 
Statements).  The Equity Line Investor subsequently sold the pledged shares and applied $82,000 of the proceeds as a 
reduction of the advance.  The value of the pledged shares of $82,000 was treated as an additional advance from the Lenders. 
 

During the fourth quarter of 2003, we made a principal payment of $26,000 against the outstanding balance of the 
promissory note.  During 2004, we entered into an agreement with the holders of the promissory note to increase the balance 
of the note payable by $300,000 in exchange for a release of the $1,443,000 of accrued liabilities related to prior indemnity 
agreements between us and the note holders.  We classified the release of $1,143,000 as a capital contribution in the 
Consolidated Financial Statements during the fourth quarter of 2004.  We made principal payments against the note of 
$253,000 during the year ended December 31, 2004.  The remaining balance due at March 31, 2005 was $435,000. 
 

The aggregate advances of $435,000 are secured by our intellectual property rights.  As of March 31, 2005, the 
Lenders had not converted any of the outstanding balance or interest into common stock. 
 
Notes Payable 
 

In connection with the acquisition of the capital stock of LTEL in 2004, we issued a 5%, $10,000,000, secured, 
six-year note payable to McCormack Avenue, Ltd.  Under the terms of the note payable, quarterly interest-only payments 
were required through January 15, 2005, with quarterly principal and interest payments beginning April 2005 and continuing 
through January 2010.  Interest on the promissory note is payable in cash or, at our option, in shares of our Class A common 
stock.  The note is secured by the capital stock and all of the assets of LTEL and its subsidiaries.  The note was valued at 
$4,624,000 based on an imputed interest rate of 25 percent per annum.  The note has a mandatory prepayment clause wherein 
we are required to make prepayments in any given month where we receive net proceeds in excess of $900,000 from the Fifth 
Equity Line (or replacements thereof with the Equity Line Investor).  The required prepayment is calculated by multiplying 
the net proceeds received over $900,000 by 33%.  Through March 31, 2005, we made mandatory prepayments on the note of 
$415,000. 
 

The discount on the note is based on an imputed interest rate of 25%.  The carrying amount of the note was 
$5,008,000 at March 31, 2005, net of unamortized discount of $4,577,000.   
 

We had unsecured demand notes payable to former stockholders of an acquired entity in the aggregate amount of 
$78,000 outstanding as of March 31, 2005. 
 

On February 28, 2003, LecStar established an asset securitization facility which provided LecStar with $750,000. 
 Assets securitized under this facility consist of executory future cash flows from LecStar customers in the states of Georgia, 
Tennessee, Florida, and Louisiana.  LecStar has pledged its interest in the special purpose securitization facility, LecStar 
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Telecom Ventures LLC, and customer accounts receivable to the lender.  We have recorded the $750,000 as a note 
payable in our consolidated financial statements.  The note bears an interest rate of 6.5% and is due on February 27, 2007, 
with 24 equal monthly installments beginning on March 6, 2005.   
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Series D Debentures 
 

On October 11, 2002, the Company issued $1,500,000 of Series D 12% Convertible Debentures (the “Debentures”), 
due April 9, 2003, and 194,444 shares of Class A common stock to Breckenridge Fund, LLC (“Breckenridge”), an 
unaffiliated third party, for $1,500,000 before offering costs of $118,000.  The outstanding principal amount of the 
Debentures was convertible at any time at the option of the holder into shares of our common stock at a conversion price 
equal to the average of the two lowest closing bid prices of our Class A common stock for the twenty trading days 
immediately preceding the conversion date, multiplied by 90%.  
 

In connection with the issuance of the Debentures, we issued, as collateral to secure its performance under the 
Debenture, 2,083,333 shares of Class A common stock (the “Collateral Shares”), which were placed into an escrow pursuant 
to an escrow agreement.  Under the escrow agreement, the Collateral Shares would not be released to Breckenridge unless we 
were delinquent with respect to payments under the Debenture. 
 

The Debentures were originally due April 9, 2003.  However, Fonix and Breckenridge agreed in January 2003 to 
modify the terms of the Debentures requiring the following principal payments plus accrued interest: $400,000 in January 
2003; $350,000 in February 2003; $250,000 in March 2003; $250,000 in April 2003; and $250,000 in May 2003. 
 Additionally, we agreed to release 237,584 of the Collateral Shares to Breckenridge as consideration (the “Released Shares”) 
for revising the terms of the purchase agreement.  The additional shares were accounted for as an additional discount of 
$285,000. 
 

As part of the Debenture agreement, we were required to pay Breckenridge a placement fee in the amount of 
$350,000 payable in stock at the conclusion of the Debenture.  We satisfied the obligation through the issuance of 2,000,000 
shares of our Class A common stock valued at $358,000, or $0.179 per share and 377,717 shares of our Class A common 
stock valued at $59,000, or $0.157 per share.  We recorded the expense as interest expense in the accompanying financial 
statements. 
 

In March 2004, we discovered that during 2003 an aggregate of 2,277,778 shares of Class A common stock (the 
“Unauthorized Shares”) were improperly transferred to the Debenture holder as a result of (i) the unauthorized release from 
escrow of the Collateral Shares (net of the Released Shares), and (ii) the transfer to the Debenture holder of a duplicate 
certificate for 194,445 shares where the original certificate was not returned to the transfer agent for cancellation.  The 
Unauthorized Shares were, therefore, in excess of the shares the Debenture holder was entitled to receive.  No consideration 
was paid to or received by us for the Unauthorized Shares during 2003; therefore, we did not recognize the Unauthorized 
Shares as being validly issued during 2003 nor subsequently.  Accordingly, we do not deem the Unauthorized Shares to be 
validly outstanding and the transfer of the Unauthorized Shares to the Debenture holder has not been recognized in the 
accompanying consolidated financial statements.  
 

Upon discovering in March 2004 that the Unauthorized Shares had been improperly transferred to the Debenture 
holder, we attempted to settle the matter with the Debenture holder but was unable to reach a settlement.  Accordingly, on 
May 3, 2004, we filed a lawsuit against the Debenture holder, alleging the improper transfer to and subsequent sale of the 
Unauthorized Shares by the Debenture holder.  The lawsuit was subsequently dismissed without prejudice and refilled on 
October 12, 2004.  The complaint seeks (i) a declaratory judgment that we may set off the fair value of the Unauthorized 
Shares against the value we owe to the Debenture holder in connection with the Series I Preferred Stock transaction (see Note 
7 to Condensed Consolidated Financial Statements), (ii) judgment against the Debenture holder for the fair value of the 
Unauthorized Shares, and (iii) punitive damages from the Debenture holder for improper conversion of the Unauthorized 
Shares. 
 
 Fifth Equity Line of Credit 
 

We entered, as of July 1, 2003, into a Private Equity Line Agreement (the “Fifth Equity Line Agreement”) with an 
investor (the “Equity Line Investor”).  Under the Fifth Equity Line Agreement, we had the right to draw up to $20,000,000 
against an equity line of credit (“the Fifth Equity Line”) from the Equity Line Investor.  We were entitled under the Fifth 
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Equity Line Agreement to draw certain funds and to put to the Equity Line Investor shares of our Class A common 
stock in lieu of repayment of the draw.  The number of shares to be issued was determined by dividing the amount of the 
draw by 90% of the average of the two lowest closing bid prices of our Class A common stock over the ten trading days after 
the put notice was tendered.  The Equity Line Investor is required under the Fifth Equity Line Agreement to tender the funds 
requested by us within two trading days after the ten-trading-day period used to determine the market price.   
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In connection with the Fifth Equity Line Agreement, we granted registration rights to the Equity Line Investor and 
filed a registration statement on Form S-2, which covered the resales of the shares to be issued under the Fifth Equity Line.  
 

For the three months ended March 31, 2005, we issued 5,480,405 shares of Class A common stock to the Equity 
Line Investor in full satisfaction of an outstanding put of $668,000. 
 
Sixth Equity Line of Credit 
 

We entered, as of November 15, 2004, into a sixth private equity line agreement (the "Sixth Equity Line 
Agreement") with the Equity Line Investor, on terms substantially similar to those of the Fifth Equity Line.  Under the Fifth 
Equity Line Agreement, we have the right to draw up to $20,000,000 against an equity line of credit ("the Sixth Equity Line") 
from the Equity Line Investor.  We are entitled under the Sixth Equity Line Agreement to draw certain funds and to put to the 
Equity Line Investor shares of our Class A common stock in lieu of repayment of the draw.  The number of shares to be 
issued is determined by dividing the amount of the draw by 90% of the average of the two lowest closing bid prices of our 
Class A common stock over the ten trading days after the put notice is tendered.  The Equity Line Investor is required under 
the Sixth Equity Line Agreement to tender the funds requested by us within two trading days after the ten-trading-day period 
used to determine the market price. 
 

In connection with the Sixth Equity Line Agreement, we granted registration rights to the Equity Line Investor and 
filed a registration statement on Form S-2, which covered the resales of the shares to be issued under the Sixth Equity Line. 
 That registration statement was declared effective on January 5, 2005. 
 

We entered into an agreement with the Equity Line Investor to terminate all previous equity lines, and cease further 
draws or issuances of shares in connection with all previous equity lines.  As such, as of the date of this report, the only 
active equity line of credit was the Sixth Equity Line.  
 

For the three months ended March 31, 2005, we received $2,050,000 in funds and a subscription 
receivable of $6,000 drawn under the Sixth Equity Line, less commissions and fees of $59,000 and 
issued 28,320,751 shares of Class A common stock to the Equity Line Investor.  Subsequent to March 
31, 2005 and through May 10, 2005, the Company received $693,000 in funds drawn under the Sixth 
Equity Line and issued 26,182,267 additional shares of Class A common stock to the Equity Line 
Investor. 
 
Series I Convertible Preferred Stock 

 
 On October 24, 2003, we entered into a private placement of shares of its Class A common stock with The 

Breckenridge Fund, LLC, a New York limited liability company ("Breckenridge").  Under the terms of the private placement, 
Breckenridge agreed to purchase 1,043,478 shares of our Class A common stock for $240,000 (the "Private Placement 
Funds"). 
 

Subsequent to our receiving the Private Placement Funds, but before any shares were issued in connection with the 
private placement, we agreed with Breckenridge to rescind the private placement of the shares and to restructure the 
transaction.  We retained the Private Placement Funds as an advance in connection with the restructured transaction.  We 
paid no interest or other charges to Breckenridge for use of the Private Placement Funds. 
 

Following negotiations with Breckenridge, on January 29, 2004, we issued to Breckenridge 3,250 shares of 8% 
Series I Convertible Preferred Stock (the "Series I Preferred Stock"), for an aggregate purchase price of $3,250,000, including 
the Private Placement Funds which the Company had already received.  We received the proceeds from the issuance of Series 
I Preferred Stock in January 2004.  The Series I Preferred Stock was issued under a purchase agreement (the "Purchase 
Agreement") dated as of December 31, 2003.  The Series I Preferred Stock has a stated value of $1,000 per share.  
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In connection with the offering of the Series I Preferred Stock, we also issued to Breckenridge warrants to purchase 
up to 965,839 shares of the Company’s Class A common stock at $0.50 per share through December 31, 2008, and issued 
2,414,596 shares of our Class A common stock. 
 

In connection with the issuance of the Series I Preferred Stock, we agreed to register the resale by Breckenridge of 
the Class A common shares issued and the Class A common shares issuable upon conversion of the Series I Preferred Stock, 
issuable as payment of dividends accrued on the Series I Preferred Stock and issuable upon exercise of the warrants.  
 

Dividends on the Series I Preferred Stock are payable at the annual rate of 8% of the stated value of the shares of 
Series I Preferred Stock outstanding.  The dividends are payable in cash or shares of our Class A common stock, at the 
Company’s option.  Aggregate annual dividend requirements for the Series I Preferred Stock are $260,000. 
 

In the event of a voluntary or involuntary liquidation, dissolution or winding up of Fonix, the funds available for
distribution, after payment to creditors and then to the holders of Fonix's Series A preferred stock of their liquidation
payment, but before any liquidation payments to holders of junior preferred stock or common stock, would be payable to the
holders of the Series I Preferred Stock in an amount equal to the stated value of the then outstanding Series I Preferred Stock
plus any unpaid accumulated dividends thereon. 
 
The Series I Preferred Stock is convertible into shares of our Class A common stock at the lower of (i) $0.75 per share or (ii) 
87.5% of the average of the two lowest closing bid prices over the twenty trading days prior to the conversion date. 
 

In connection with the sale of the Series I Preferred Stock, we agreed to establish an escrow account (the "Escrow 
Account"), into which it deposits funds which can be used for our optional redemption of the Series I Preferred Stock, or 
which may be used by Breckenridge to require us to redeem the Series I Preferred Stock if we have defaulted under the 
Purchase Agreement.  We are required to deposit into the Escrow Account 25% of any amount we receive in excess of 
$1,000,000, calculated per put, under the terms of the Fifth Equity Line of Credit, or other similar equity line of financing 
arrangement.  As of March 31, 2005, we had deposited $395,000 into the Escrow Account. 

 
In the event that there remains in the Escrow Account amounts following either (i) the conversion of all of the 

outstanding shares of Series I Preferred Stock, together with any accrued and unpaid dividends thereon, or (ii) redemption of 
all of the outstanding shares of Series I Preferred Stock, together with any accrued and unpaid dividends thereon, those 
remaining amounts shall be released from the Escrow Account to us. 
 

We granted Breckenridge a first lien position on our intellectual property assets as security under the Purchase 
Agreement.  Breckenridge has agreed to release such lien upon the registration of our Class A common stock, as outlined 
above, becoming effective and our depositing $2,000,000 in the Escrow Account.  
 

Redemption of the Series I Preferred Stock, whether at our option or that of Breckenridge, requires us to pay, as a 
redemption price, the stated value of the outstanding shares of Series I Preferred Stock to be redeemed, together with any 
accrued but unpaid dividends thereon, multiplied by (i) 110% for any redemption occurring within 90 days after the closing 
date of the issuance of the Series I Preferred Stock; (ii) 115% for any redemption occurring between the 91st day but before 
the 150th day after the closing date of the issuance; (iii) 120% for any redemption occurring between the 151st day and the 
second anniversary of the closing date of the issuance; and (iv) 130% for any payment of the redemption price occurring on 
or after the second anniversary of the closing date of the issuance.   
 

As of March 31, 2005, we had issued 18,490,433 shares of our Company’s Class A common stock in response to 
conversion requests for 1,900 shares of Series I Preferred Stock.  As of March 31, 2005, there were 1,350 shares of Series I 
Preferred Stock outstanding.  Subsequent to March 31, 2005 and through May 11, 2005, we issued 3,763,343 shares of our 
Class A common stock in conversion of 78.207 shares of Series I Preferred Stock. 
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We are engaged in litigation with Breckenridge in New York Superior Court concerning our assertion that we should be 
allowed to offset certain claims against Breckenridge against the balance due under the Series I Preferred Stock (see Note 10 
to Condensed Consolidated Financial Statements.) 
 
Stock Options and Warrants   
 

 During the three months ended March 31, 2005, we granted options to employees to purchase 708,100 shares of 
Class A common stock.  The options have an exercise price of $0.12 per share, which was the quoted fair market value of the 
stock on the dates of grant.  The options granted vest over the three years following issuance.  Options expire within ten years 
from the date of grant if not exercised.  Using the Black-Scholes pricing model, the weighted average fair value of the 
employee options was $0.11 per share.   
 

On January 19, 2005 we entered into an option exchange program with our employees, wherein we gave eligible 
Fonix employees the opportunity to exchange outstanding stock options for the same number of new options to be issued at 
least six months and one day from the expiration of the offer.  As a result of the option exchange program, we cancelled 
414,450 options to purchase shares of our Class A common stock effective February 22, 2005.  We issued a promise to grant 
options on August 23, 2005 to employees who elected to tender their options.  As of March 31, 2005, we had a total of 
992,950 options to purchase Class A common stock outstanding. 
 

As of March 31, 2005, we had warrants to purchase a total of 1,005,389 shares of Class A common stock
outstanding that expire through 2010. 
 
Other 
 

We presently have no plans to purchase new research and development or office facilities. 
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Outlook 
 
Corporate Mission Statement, Strategic Goals, Financial Objectives and Growth Strategy 
 
Mission Statement:  “Provide integrated communication products and services through innovative technologies.” 
 
Strategic Goals:  
 

 Deliver innovated technologies such as Voice over Internet Protocol (“VoIP”), Broadband over Power Line (“BPL”) 
and switched telecommunication services with efficient and profitable revenue. 

 
 Capitalize on LecStar’s built-in and growing customer base. 

 
 Implement a CLEC roll-up and consolidation strategy using the LecStar platform and infrastructure. 

 
 Integrate our speech technologies with LecStar’s product offerings to expand customer base and improve operating 

margins. 
 

 Provide competitive speech solutions for mobile/wireless devices, games, telephony systems and assistive markets 
based on text-to-speech technologies (“TTS”) and automated speech recognition technologies (“ASR” and together 
with our TTS, the “Core Technologies”). 

  
 Couple our award-winning Core Technology with the leading names in wireless devices, entertainment game 

platforms and telephony solutions. 
 

 Focus on clearly measured, value-added speech-based market solutions. 
 
 Expand awareness of our products and services by enhancing our public profile on a targeted basis. 

 
 Enhance our competitiveness by increasing value-added solutions, portability and ease of use. 

 
Financial Goals: 
 

 Increase revenue and positive EBITDA based on the combination of LecStar’s revenue and our speech technology 
revenue. 

 
 Deliver predictable revenue and earnings. 

 
 Provide return on shareholder equity. 

 
Growth Strategy: 
 

We anticipate that we will deliver VoIP services on our own soft switch and expand our partner relationship with 
Duke Energy facilitating BPL.  We expect to employ a consolidation-driven growth strategy in the telecom industry 
using LecStar as the platform.  We also anticipate that strategic acquisitions of synergistic companies will deliver a 
stable revenue stream and expanded customer base.  We expect to transition our telecommunication customers and 
acquired customers to our VoIP and/or BPL solution.  Integration of support functions and overhead will create 
operational and financial efficiencies.  We further expect that the implementation of our Core Technologies by 
acquired synergistic companies will 

 
 enhance operating margins; 
 improve customer service; 
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 minimize customer churn; and 
 increase customer loyalty. 
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Most speech recognition products offered by other companies are based on technologies that are largely in the public 
domain and represent nothing particularly “new” or creative.  Many of the Fonix speech products and Core Technologies are 
based on proprietary technology that is protected by patents.  Management believes our speech-enabled products provide a 
superior competitive alternative compared to other technologies available in the marketplace.  In addition, we believe our 
unique market focus for our speech-enabled Products will be a substantial differentiator.  To accomplish this objective, we 
intend to proceed as follows: 
 

Substantially Increase Marketing and Sales Activities.  We intend to expand our sales through partners, OEMs, 
VARs, direct sales, and existing sales channels, both domestically and internationally, who will focus on the 
wireless and mobile device markets, telephony and server phone solutions and assistive and language learning 
devices.  To address global opportunities, we will continue to develop and expand our sales and marketing teams in 
Asia, Europe, and the United States.   

 
Expand Strategic Relationships.  We have a number of strategic collaboration and marketing arrangements with 
developers and VARs.  We intend to expand such relationships and add additional similar relationships, specifically 
in the wireless and mobile device markets, assistive and language learning devices and end-to-end solutions. 
 Further, when we are able to identify “first mover” speech-enabling applications in which we can integrate our 
products and Core Technologies, we intend to investigate investment opportunities so we can obtain preferred or 
priority collaboration rights. 

 
Continue to Develop Standard Speech Solutions Based on the Core Technologies.  We plan to continue to invest 
resources in the development and acquisition of standard speech solutions and enhancements to the Core 
Technologies of speech-enabling technologies, developer tools, and development frameworks to maintain our 
competitive advantages. 

 
As we proceed to implement our strategy and to reach our objectives, we anticipate further development of 

complementary technologies, added product and applications development expertise, access to market channels and 
additional opportunities for strategic alliances in other industry segments.  The strategy adopted by us has significant risks, 
and shareholders and others interested in Fonix and our Class A common stock should carefully consider the risks set forth 
under the heading “Certain Significant Risk Factors” in Item 1, Part I, of our Annual Report on Form 10-K for the year ended 
December 31, 2004. 
 

As noted above, as of March 31, 2005, we had an accumulated deficit of $231,002,000, negative working capital of 
$13,121,000, accrued liabilities of $6,877,000, accounts payable $5,383,000, and accrued employee wages and other 
compensation of $1,311,000.  Sales of products and telecommunications services and revenue from licenses based on our 
technologies have not been sufficient to finance ongoing operations, although we have limited capital available under an 
equity line of credit.  These matters raise substantial doubt about our ability to continue as a going concern.  Our continued 
existence is dependent upon several factors, including our success in (1) increasing telecommunications services, license, 
royalty and services revenues, (2) raising sufficient additional funding, and (3) minimizing operating costs.  Until sufficient 
revenues are generated from operating activities, we expected to continue to fund our operations through the sale of our 
equity securities, primarily in connection with the Sixth Equity Line.  We are currently pursuing additional sources of 
liquidity in the form of traditional commercial credit, asset based lending, or additional sales of our equity securities to 
finance our ongoing operations.  Additionally, we are pursuing other types of commercial and private financing, which could 
involve sales of our assets or sales of one or more operating divisions.  Our sales and financial condition have been adversely 
affected by our reduced credit availability and lack of access to alternate financing because of our significant ongoing losses 
and increasing liabilities and payables.  Over the past year, we have reduced our workforce in our speech business unit by 
approximately 50%.  This reduction may adversely affect our ability to fill existing orders.  As we have noted in our annual 
report and other public filings, if additional financing is not obtained in the near future, we will be required to more 
significantly curtail our operations or seek protection under bankruptcy laws. 
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Information Concerning Forward-Looking Statements 
 

Certain of the statements contained in this report (other than the historical financial data and other statements of 
historical fact), including, without limitation, statements as to management’s expectations and beliefs, are forward-looking 
statements.  Forward-looking statements are made based upon managements’ good faith expectations and beliefs concerning 
future developments and their potential effect upon Fonix.  There can be no assurance that future developments will be in 
accordance with such expectations or that the effect of future developments on Fonix will be those anticipated by 
management.  Forward-looking statements can be identified by the use of words such as “believe,” “expect,” “plans,” 
“strategy,” “prospects,” “estimate,” “project,” “anticipate,” “intends” and other words of similar meaning in connection with 
a discussion of future operating or financial performance.  Many important factors could cause actual results to differ 
materially from management’s expectations, including: 
 

• unpredictable difficulties or delays in the development of new products and technologies; 
 

• changes in U.S. or international economic conditions, such as inflation, interest rate fluctuations, foreign 
exchange rate fluctuations or recessions in Fonix’s markets; 

 
• pricing changes to our suppliers or products or those of our competitors, and other competitive pressures on 

pricing and sales; 
 

• increased difficulties in obtaining the supplies necessary to avoid disruptions of operations at pricing levels 
which will not have an unduly adverse effect on results of operations; 

 
• labor relations; 

 
• integration of acquired businesses, especially integration of LecStar; 

 
• difficulties in obtaining or retaining the management and other human resource competencies that we need 

to achieve our business objectives; 
 

• the impact on Fonix or a subsidiary from the loss of a customer or a few customers; 
 

• risks generally relating to our international operations, including governmental, regulatory or political 
changes; 

 
• changes in laws or different interpretations of laws that may affect our expected effective tax rate for 2005; 

 
• transactions or other events affecting the need for, timing and extent of our capital expenditures; and  

 
• the extent to which we reduce outstanding debt. 

 
Item 3. Quantitative and Qualitative Disclosures About Market Risk 
 
Foreign Currency Exposure 
 
To date, all of our revenues have been denominated in United States dollars and received primarily from customers in the 
United States.  Our exposure to foreign currency exchange rate changes has been insignificant.  We expect, however, that 
future product license and services revenue may also be derived from international markets and may be denominated in the 
currency of the applicable market.  As a result, operating results may become subject to significant fluctuations based upon 
changes in the exchange rate of certain currencies in relation to the U.S. dollar.  Furthermore, to the extent that we engage in 
international sales denominated in U.S. dollars, an increase in the value of the U.S. dollar relative to foreign currencies could 
make our products less competitive in international markets.  Although we will continue to monitor our exposure to currency 
fluctuations, we cannot assure that exchange rate fluctuations will not adversely affect financial results in the future. 
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Regulatory Uncertainty 
 
In December 2004, the FCC issued final rules that effectively eliminated the requirement that incumbent local exchange 
companies provide us wholesale services using the unbundled network element platform (UNE-P) and established a 12-
month transition plan for implementation. Beginning on March 11, 2005, we are no longer able to use the unbundled network 
element platform to provide service to new customers and 12 months after that date the limitation will extend to all 
customers. During this 12-month period, the wholesale rates that we are charged will increase by $1 per line per month. At 
the end of the 12-month period, we will need to service customers that are not on our own networking platform through a 
resale or other wholesale agreement, both of which will have significantly higher costs than servicing customers through the 
unbundled network platform. Finally, the company’s Interconnection Agreement, the primary wholesale contract between the 
company and its wholesale provider BellSouth Telecommunications expires on June 11, 2005 and the companies have not 
reached agreement on terms and conditions for the renewal of that agreement.  If a mutually acceptable agreement cannot be 
reached, the company may seek arbitration to determine the rates, terms and conditions for the wholesale services purchased 
from BellSouth. As a result of (a) significant changes to the FCC rules that previously required the incumbent local exchange 
companies to provide on a wholesale basis the unbundled network elements to us at cost based rates; (b) price increases 
established by various state public utility commissions and (c) the renegotiation of our Interconnection Agreement, the rates 
that we are to be charged to provide our services is expected to increase significantly in the remainder of 2005 and, are likely 
to continue to increase over time.  
 
These cost increases have and will continue to lead us to increase our product pricing, which we believe inhibits our ability to 
add new customers and to retain existing customers. Therefore we have reduced our efforts to increase subscriber growth in 
markets other than those areas where we currently have or plan to deploy network facilities (Atlanta, GA and Charlotte, NC), 
which will require the company to target its sales and marketing expenditures around those future investments. In addition to 
the increases discussed above as a result of these regulatory actions, we plan to further increase our product pricing for our 
customers located in those areas where we do not currently have or plan to deploy network facilities. These cost increases 
will increase our revenue for such customers; however, it will likely adversely affect our ability to retain such customers on 
our service.   
 
Potential Impacts 
 
LecStar seeks to structure and price its products in order to maintain gross margin as a percentage of revenue at certain 
targeted levels. While the control of the structure and pricing of our products assists us in mitigating risks of regulatory 
uncertainty that can lead to increases in network and line costs, the telecommunications industry is highly competitive and 
there can be no assurances that we will be able to effectively pass along any increases in wholesale network access rates in 
the form of higher priced products.  There are several regulatory uncertainties that could cause our network and line costs as a 
percentage of revenue to increase in the future, including, without limitation: 

• Determinations by the FCC, courts, or state commission(s) that make unbundled local switching and/or 
combinations of unbundled network elements effectively unavailable to us in some or all of our geographic service 
areas, requiring us to provide services in these areas through other means, including total service resale agreements 
with incumbent local telephone companies, purchase of special access services or network elements purchased from 
the Regional Bell Operating Companies at "just and reasonable" rates under Section 271 of the Telecommunications 
Act of 1996, in any case at significantly increased costs, or to provide services over our own switching facilities, if 
we are able to deploy them. The U.S. Court of Appeals for the District of Columbia, on March 2, 2004, issued an 
order that reversed the FCC’s Triennial Review Order in part and remanded to the FCC with instructions to revise 
the Order in material ways that have the potential to make unbundled switching, other unbundled network elements 
and/or combinations of unbundled network elements effectively unavailable to us in some or all of our geographic 
service areas. 
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• Adverse changes to the current pricing methodology mandated by the FCC for use in establishing the prices charged 
to us by incumbent local telephone companies for the use of their unbundled network elements. The FCC’s 2003 
Triennial Review Order, which was reversed in part and remanded to the FCC with instructions to revise the Order 
in material ways, clarified several aspects of these pricing principles related to depreciation, fill factors (i.e. network 
utilization) and cost of capital, which could enable incumbent local telephone companies to increase the prices for 
unbundled network elements. In addition, the FCC released a Notice of Proposed Rulemaking on December 15, 
2003, which initiated a proceeding to consider making additional changes to its unbundled network element pricing 
methodology, including reforms that would base prices more on the actual network costs incurred by incumbent 
local telephone companies than on the hypothetical network costs that would be incurred when the most efficient 
technology is used. These changes could result in material increases in prices charged to us for unbundled network 
elements. 

•  Determinations by state commissions to increase prices for unbundled network elements in ongoing state cost 
dockets.  

As a result of such current uncertainty in the regulatory environment, any or all of a variety of variables such as the pending 
Federal and related state regulatory and court decisions, on-going proceedings in these jurisdictions and commercial 
negotiations underway, could potentially result in retroactively applied liabilities and/or future increases in monthly recurring 
costs of services. 
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Item 4.  Evaluation of Disclosure Controls and Procedures 
 

Evaluation of Disclosure Controls and Procedures.  Our Chief Executive Officer and our Chief Financial Officer, 
after evaluating the effectiveness of the Company’s “disclosure controls and procedures” (as defined in the Securities 
Exchange Act of 1934 (Exchange Act) Rules 13a-15(e) or 15d-15(e)) as of the end of the period covered by this quarterly 
report, have concluded that our disclosure controls and procedures are effective based on their evaluation of these controls 
and procedures required by paragraph (b) of Exchange Act Rules 13a-15 or 15d-15. 
 

Changes in Internal Control Over Financial Reporting. There were no changes in our internal control over financial 
reporting identified in connection with the evaluation required by paragraph (d) of Exchange Act Rules 13a-15 or 15d-15 that 
occurred during our last fiscal quarter that have materially affected, or are reasonably likely to materially affect, our internal 
control over financial reporting. 
 

Section 404 Assessment. Section 404 of the Sarbanes-Oxley Act of 2002 requires management’s annual review and 
evaluation of our internal controls, and an attestation of the effectiveness of these controls by our independent registered 
public accounting firm beginning with our Form 10-K for the fiscal year ending on December 31, 2006.  We are dedicating 
significant resources, including management time and effort, and incurring substantial costs in connection with our ongoing 
Section 404 assessment. We are currently documenting and testing our internal controls and considering whether any 
improvements are necessary for maintaining an effective control environment at our company. The evaluation of our internal 
controls is being conducted under the direction of our senior management. In addition, our management is regularly 
discussing the results of our testing and any proposed improvements to our control environment with our Audit Committee. 
We will continue to work to improve our controls and procedures, and to educate and train our employees on our existing 
controls and procedures in connection with our efforts to maintain an effective controls infrastructure at our Company. 
 
Limitations on Effectiveness of Controls. A system of controls, however well designed and operated, can provide only 
reasonable, and not absolute, assurance that the system will meet its objectives. The design of a control system is based, in 
part, upon the benefits of the control system relative to its costs. Control systems can be circumvented by the individual acts 
of some persons, by collusion of two or more people, or by management override of the control. In addition, over time, 
controls may become inadequate because of changes in conditions, or the degree of compliance with the policies or 
procedures may deteriorate. In addition, the design of any control system is based in part upon assumptions about the 
likelihood of future events. 
 
PART II - OTHER INFORMATION 
 
Item 1.  Legal Proceedings  
 

Grenfell Litigation - Two of our subsidiaries, LecStar Telecom, Inc., and LecStar DataNet, Inc., (the “Subsidiaries”) 
are among the defendants who have been sued in the Superior Court of Fulton County, State of 

 Georgia, by James D. Grenfell, the former CFO of LecStar.  The suit was filed in December 2003. The plaintiff in 
that case alleges that he has an unpaid judgment in the amount of $1,015,000 plus interest against the former parent entities 
of the Subsidiaries and that the transfer of such stock and business in December 2002 was in violation of the Georgia 
Fraudulent Transfer statute. The plaintiff sought a preliminary injunction prior to our acquisition of the capital stock of LTEL 
in February 2004.  The Georgia state trial court denied the plaintiff’s motion for injunctive relief. The Plaintiff did not appeal. 
 Several of the defendants in the action, including the Subsidiaries, have filed a motion to dismiss the action.  As of March 
28, 2005, the trial court had not ruled on that motion.  LecStar Telecom, Inc. has also intervened in the underlying action 
relating to the judgment and has appealed the Court’s order granting the judgment against the Subsidiaries’ former parents. 
That appeal is pending before the Georgia Court of Appeals. To the extent that we or our subsidiaries are or should become 
proper parties to this action, and if the appeal and the motion to dismiss are denied, we will defend vigorously against these 
claims.   
 

First Empire Complaint – One of our subsidiaries, LTEL Holding Corporation, is among the defendants who have 
been sued in the Superior Court of Fulton County, State of Georgia, by First Empire Corporation and Allen B. Thomas, 
directly and derivatively in his capacity as shareholder of LecStar Corporation.  The lawsuit was filed in July 2004.  The 

Page 66 of 70UNITED STATES

6/27/2005http://www.sec.gov/Archives/edgar/data/855585/000105023405000066/march31200510q....



plaintiffs in that case allege that certain of the defendants employed fraudulent and deceptive means to acquire the 
assets of LecStar Corporation, which included the capital stock of the Subsidiaries, LecStar Telecom, Inc.  and LecStar 
Datanet, Inc.  The plaintiffs further allege that those defendants subsequently transferred the stock of the subsidiaries to 
LTEL Holding Ltd., which we acquired through our subsidiary LTEL Acquisition Corporation in February 2004.  The 
plaintiffs argue that they are entitled to recover the value that we paid for LTEL Holding Corporation under multiple legal 
theories including breaches of fiduciary duty, negligence, gross negligence, conversion, fraud and violation of the Georgia 
Securities Act.  Three of the employees of the Subsidiaries have also been named as defendants in the litigation.   
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We have filed an answer in the litigation and are in the process of seeking to have a default judgment which the plaintiffs 
obtained against us set aside.  The plaintiffs claim that they are entitled to the default judgment because we did not timely 
answer the complaint.  However, the complaint was not properly delivered to us in a timely fashion, which we believe is an 
adequate basis to have the default judgment entered against us set aside.   
 

We have not been involved in discovery in this litigation because the litigation is in the early stages.  Nonetheless, 
we believe that the claims of the plaintiffs are without merit and management intends to vigorously defend against the claims 
of the plaintiffs.   
 

The principal Series H preferred stockholder has placed 300 shares of Series H Preferred Stock in escrow for a 
period of 12 months from the date of acquisition as protection with respect to breaches of representations and warranties of 
the LTEL selling stockholders, including any liability or payment that may arise from the above mentioned legal action.  As a 
result of the filing of the First Empire Litigation, we have asserted a claim for breach of certain representations and 
warranties.  To our knowledge, the Escrow Shares have not been released.  
 

Breckenridge Lawsuit - On May 3, 2004, we filed a lawsuit against The Breckenridge Fund, LLC (“Breckenridge”), 
alleging the improper transfer to and subsequent sale of shares of our common stock by Breckenridge.  That lawsuit was 
subsequently dismissed without prejudice and refilled in the Third Judicial District Court of Salt Lake County, Utah, on 
October 13, 2004 (the “Breckenridge Lawsuit”).  The complaint seeks (i) a declaratory judgment that we may set off the fair 
value of the Unauthorized Shares against the value we owe to Breckenridge in connection with the Series I Preferred Stock 
transaction, (ii) judgment against Breckenridge for the fair value of the Unauthorized Shares, and (iii) punitive damages from 
Breckenridge for improper conversion of the Unauthorized Shares.  We also sought and obtained a temporary restraining 
order against Breckenridge, prohibiting them from selling any of our common stock, or alternatively requiring Breckenridge 
to deposit the proceeds of any such sales into an interest bearing account.  Breckenridge removed the case to the United 
States District Court for the District of Utah, which: (1) found that the state court’s temporary restraining order had expired; 
and (2) declined to enter its own injunction.   On March 18, 2005, the federal court dismissed the Breckenridge Lawsuit 
without prejudice, finding that a forum selection clause required the claims to be litigated in New York.  We intend to litigate 
those claims in New York.  
 

First Series I Complaint – On November 10, 2004, Breckenridge tendered to us a conversion notice, converting 16 
shares of Series I Preferred Stock into 123,971 shares of common stock.  In light of the temporary restraining order that had 
been issued by the state court in the Breckenridge Lawsuit, Fonix instructed its transfer agent to include on the share 
certificate a legend referencing the restraining order and the Breckenridge Lawsuit.   Subsequently, Breckenridge filed a 
complaint against us (Supreme Court of the State of New York, County of Nassau, Index No. 015822/04) in connection with 
the Series I Preferred Stock (the “First Series I Complaint”).  In the First Series I Complaint, Breckenridge alleges that it was 
improper for us to include any legends on the shares issued in connection with conversions of the Series I Preferred Stock 
other than those agreed to by Breckenridge in the Series I Preferred Stock purchase agreement (the “Series I Agreement”). 
 Breckenridge also seeks liquidated damages for our failure to issue shares free of the allegedly inappropriate legend.  We 
seek $4,000,000 in compensatory damages and $10,000,000 in punitive damages.  We have filed a motion to dismiss and 
intend to vigorously defend against this complaint. 
 

Subsequent to filing the complaint, Breckenridge moved for a temporary restraining order to prevent us from issuing 
shares with any legend other than those agreed upon by Breckenridge in the Series I Agreement.  On November 18, 2004, at 
a hearing on Breckenridge’s motion, the court entered an order stating that we may not place any legend on shares issued to 
Breckenridge upon conversion of the Series I Preferred Stock other than those permitted under the Series I Agreement. 
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The Security Agreement Complaint – On November 23, 2004, Breckenridge filed a complaint against us (Supreme 
Court of the State of New York, County of Nassau, Index No. 015185/04) alleging: (1) Fonix executed a Security Agreement 
and a Registration Rights Agreement in connection with the Series I Agreement pursuant to which it granted to Breckenridge 
a security interest in certain collateral, including Fonix’s intellectual property (the “Collateral”); (2) Fonix breached the 
Registration Rights Agreement and the Security Agreement; and (3) Breckenridge is entitled to damages totaling $585,000 
and possession of the Collateral.  We have a motion to dismiss and intend to vigorously defend against this complaint. 
   

Second Series I Complaint – On March 10, 2005, Breckenridge filed a complaint against us (Supreme Court of the 
State of New York, County of Nassau, Index No. 3457/05) in connection with the Series I Preferred Stock (the “Second 
Series I Complaint”).  In the Second Series I Complaint, Breckenridge alleges that Fonix improperly failed to honor a 
conversion notice it tendered to us on February 25, 2005, converting 500 shares of Series I Preferred Stock into 6,180,469 
shares of common stock.  Breckenridge sought a temporary restraining order and preliminary injunction requiring Fonix to 
honor that conversion notice, and all subsequently tendered conversion notices.  On March 14, 2005, the Court entered a 
temporary restraining order directing us to honor the February 25, 2005, conversion notice, and directed Breckenridge to 
deposit all proceeds from the sale of the converted shares to be deposited in an interest-bearing escrow account. 
 Breckenridge subsequently agreed that it would deposit the proceeds of all converted shares into the interest-bearing escrow 
account pending the outcome of the litigation.  We have filed a counterclaim against Breckenridge and intend to vigorously 
defend against the claims of Breckenridge.  
 

We are involved in other claims and actions arising in the ordinary course of business.  In the opinion of 
management, after consultation with legal counsel, the ultimate disposition of these other matters will not materially affect 
our consolidated financial position, liquidity, or results of operations. 
 
Item 2.  Unregistered Sales of Equity Securities and Use of Proceeds 
 
During the quarter ended March 31, 2005, we issued 5,480,405 shares of our common stock under the Fifth Equity Line and 
28,320,751 shares of our common stock under the Sixth Equity Line to the Equity Line Investor.  We issued 10,054,561 
shares of our common stock in connection with conversions of our Series I Preferred stock to Breckenridge.  Subsequent to 
March 31, 2005 and through the date of this report, we issued 26,182,267 shares of our common stock under the Sixth Equity 
Line and 3,763,343 shares of our common stock in conversion of 78.207 shares of Series I Preferred Stock.  The shares of 
common stock were issued without registration under the 1933 Act in reliance on Section 4(2) of the 1933 Act and the rules 
and regulations promulgated thereunder.  The resales of the shares were subsequently registered under registration statements 
on Form S-2.  The proceeds from the Fifth and Sixth Equity Line transactions were used for working capital. 
 
Item 6.  Exhibits 
 
a. Exhibits: The following Exhibits are filed with this Form 10-Q pursuant to Item 601(a) of Regulation S-K: 
 

Exhibit No. Description of Exhibit 
 

 
 
 
 
 

 
40 

 
 

31.1 Certification of President 
31.2 Certification of Chief Financial Officer 
32.1 Certification of President Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 

32.2 Certification of Chief Financial Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 
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SIGNATURES 
 
In accordance with the requirements of the Exchange Act, the registrant caused this report to be signed on its behalf by the 
undersigned, thereunto duly authorized. 
 
 

Fonix Corporation 
 
 
 
Date: May 13, 2005 /s/ Roger D. Dudley                                          

Roger D. Dudley, Executive Vice President,  
Chief Financial Officer 
(Principal financial officer) 
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 EXHIBIT E 
 
 
 MANAGEMENT PROFILES 
 
 
 
 



Thom~as A~Murdock - President

Highlights
Prior to Fonix '1'elecom, Inc., Thomas Murdock spent 2 years as a senior executive in
the telecorn hidustry and 13 years in senior executive positions in the Speech
Technology mii'ketplace. Prior to 1992 he served over 20 years as a senior executive
in the bankirig and finance industry in Boston Massachusetts. Mr. Murdock is a 1966
graduate of The University of Utah with a Bachelor of Science degree in Political
Science.

Eniployment History

2/2, 004 to Present: Chairman of LecStar Datanet. Inc and Chairman
of LecStar Telecom Inc.

1/1999 to Present: Chairman, CEO and President of Fonix
Corporation

6/1994 to 1/1999: Founder, Executive Vice President and
President of Foui x Corporation

9/1991 to 6/1994:

11/I 967 io 6/1991

President of Studdert Company, Inc

Various management positions Shawmut
National Corporation a large bank holding
company in New England: Shawmut Bank of
Boston, Coolidge Bank and Trust

Education

1962- 1966 Bachelor of Science Degree in Political Science-
The University ofUtah



Racer D. Dudle -- Executive Vice President aud Chief Financial Officer

Highlights
Co-Founder of Fonix Corporation. Prior to Fonix, Roger Dudley spent 15 years in
the asset m;uagement, investment banking and real estate development and financing
indusb y. The previous 5 years Mr. Dudley was employed by IBM in sales and

marketing. He is married to Jane H. Dudley, they have four children.

Employment History

1993-l'resent Executive Vice President and CFO, Fonix Corporation based in Salt
Lake City, Utah.

1990-1993 Executive Vice President, Pacific American Advisors, Inc. , a
registered investment advisory Erm based in Salt Lake City, Utah.

1987- I. 990 Vice President, Barlow Corporation, a real estate development
company based in Chevy Chase, Maryland.

1983-1987 Vice President, Triad America, Inc. , a real estate development
company based in Salt Lake City, Utah.

Vice President, Berldey Capital Management, a real estate investment
and management company based in New York.

1979-1981 Associate broker at Guider Corporation, a commercial real estate
company based in Houston, Texas.

1973-197li Marketing and sales representative for IBM in Salt Lake City, Utah.

William Dale Smith —Senior Vice President and General Mana er

Highlights
Prior to F(mix Telecom, Inc. , W. Dale Smith spent 5 years in the telecom industry and
the pi evious 10 years operating his own company, D. Smith & Co., an international
marketing and consulting firm. Between 1980 and 1984 he served as Deputy
Secretary of the Commerce Cabinet and Commissioner of Commerce for the
Development, Community Development, Department of Tourism, Department of Art
and Film Development, Department of Fish and Wildlife, and Department of P arks
and Recreation. He was responsible for managing global offices on four (4)
continents. Prior to 1980, Mr. Smith spent 11 years with Sonoco Products Co. in
positions of administration, production and executive sales, ultimately becoming
regional marketing and sales manager for the Southern Region for the flexible
packaging division. Mr. Smith is a 1969 graduate of Charleston Southern University
with a Bachelor of S&iience degree in Economics and Business and Administration.
He has been married for 35 plus years to Linda Young Smith and they have one son,
Chad.



Employment History

1999 Present Senior Vice President and General Manager of Fonix Telecom, Inc. ,
and President of local Fonix CLEC providing new and traditional
telephony products.

1985--1998 Principal in D. Smith & Company, and the Habersham Group, an
international marketing and services company.

1980.-1984 Commissioner of Commerce where primary responsibilities by
legislative mandate were: development ofjob opportunities for state
residents; attraction of capital investment in new and expanding
manufacturing operations with resulting growth in state and local tax
revenues and the creation ofjobs for residents.

1969 198I) Various management positions within Sonoco Products Company

Educ ation

1965-1969 BS Degrees in Marketing and Economics - Charleston Southern
University, SC

M ttlp C. ha -VP f(3 ti

Highlights
~ 27 years of industry experience from start up to large corporation; hands on to

executive.
~ Utuque blend of experience: Engineering, Information Technologies,

Operations, Sales & Marketing.
~ Su ong technical skills: BPL, IP networks, VoIP, vpns, voice, data, wireless,

fiber, RF, switching, network design, OSS systems design and development,
project management and implementation.

~ Strong leadership skills: 350 man organization performing nationwide local
service implementation/support, COO role at two enterprises.

Emplioyrnent History

April 2002 to Present Fonix Telecom, Inc. snd local Fonix CLEC; Vice
President of VoIP Sales, Information Technologies &
Network Operations

March 2000 to April 2002 EdgeConnections Inc. ; Chief Operating Officer

August 1986 to March 2000 MCI Worldcom; Informafion Technologies Director
MCI Worldcom; Local Services Implementation
Director



Manager

Manager

MCI Technical Services Program Support; Senior
Manager/Business Sales & Service Chief of Staff
IntraLATA and International Fax Senior Product

Conference Calling Operations Senior Manager
Regional Network Planning and Implementation

Network Management Center Manager
Terminal Manager

April l 981 to August 1986 Satellite Business Systems Network Management
Center Manager
Staff Engineer

May 1978 to April 1981 Engineer

Education

Master's Studies: Georgia Tech and Rutgers University
Undei graduate: George Mason University/Northern Virginia Community College

Michael Britt —VP of Re ulato and Channel Develo ment

Highlights
Michael Britt has possesses thirteen+ years experience in the telecommunications
industry including Vice President of Southern Telecom, Inc. , a telecommunications
company focused on full-service, wholesale telecom services in the Southeast. At the
same time, he had responsibility for a small business incubator, Southern Company
Energy Solutions, a company that takes a portfolio management approach to new
retail mass-market business development. Previously, Mr. Britt served as the Director
oi'Mass Market Strategy for Southern Company and as Assistant to the Vice
Presiilent of Telecommumcations Services. He has authored several professional
articles relating to the telecom industry and has testifred in congress to the Rural
Caucus Tclecommutucations Subcommittee.

Employment History

2000 -2005 VP Channel Development/Regulatory Affairs - Fonix Telecom Inc.
and Fonix CLEC - Atlanta, GA

1997-2000 Vice President —Southern Telecotn, Inc.; Southern Company —Atlanta,
GA

1996 1997 Asst to VP Telecommunications; Dir —Mass Market Strategy;
Southetm Company - Atlanta, GA

1994-1996 Awartl Winning Consulting Manager —Strategic Services —Utilities
and Telecom Practices; Accenture -San Francisco, CA; Atlanta, GA



l 992- l,99.3

1991

Manager- Utility and Telecom Regulatory consulting Practice; PA
Consulting (formerly TB&kA) - Atlanta, GA

Founder & President; Global Recycled Products, Inc. —Atlanta, GA

1990 Summer Intern - International Corporate Finance; ING (NMB Bank)-
Amsterdam, The Netherlands

1985 1989 Associate —Utility and Telecom Regulatory Practices; PA Consulting
(TB&A acquired) - LA; Chicago; NYC

Education

1989-1991 Uruversity of Notre Dame South Bend, IN
~ M.B.A., Finance and Management (USNews Ranking:33; WSI: 15)
~ Graduated Cum Laude

Philadelphia, PA1981-1985 University of Pennsylvania
~ B,A., English (USNews Ranking: 6)
~ Completed core requirements for Wharton School (Ranking: 3)

Completed credits for minor in Economics
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TELECOMMUNICATIONS SERVICES 
 
 
 
 

Applying to Intrastate Local Exchange 
Common Carrier Communications 

Services Between Points in the 
State of South Carolina 

 
 
 

AND 
 

CONTAINING RULES AND REGULATIONS 
 

GOVERNING SERVICE 
 
 
 
 

This tariff is on file with the South Carolina Public Service Commission and copies may 
be inspected, during normal business hours, at Fonix Telecom, Inc., 9350 South 150 East, 

Suite 700, Sandy, Utah 84070. 
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EXPLANATION OF SYMBOLS AND REFERECNCE 

MARKS USED IN THIS TARIFF 
 

 
The following symbols shall be used in this tariff for the purpose indicated below: 
 

D To signify discontinued rate or regulation. 
I To signify increased rate. 
M To signify text moved from one location to another. 
N To signify new material including listing, rate, rule or condition. 
R To signify reduced rate. 
T To signify a change in text, but no change in rate or regulation. 
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APPLICATION OF TARIFF 
 
 
This tariff sets forth the service offerings, rates, terms and conditions applicable to the furnishing 
of local exchange end-user communications services by Fonix Telecom, Inc., hereinafter referred 
to as the Company, to customers within the State of South Carolina through interconnection with 
certificated interstate common carriers. 



 Local Exchange Services  
Fonix Telecom, Inc. South Carolina Public Service Commission Tariff No. 1 
 Original Page 9 
 

Issued:    June 24, 2005    Effective:  
 By:  Michael Britt 

V.P. of Regulatory & Channel Development 
Fonix Telecom, Inc. 

9350 South 150 East, Suite 700 
Sandy, UT 84070 

 

 

TARIFF FORMAT SHEET 
 

A. Page Numbering.   Page numbers appear in the upper-right corner of the page.  Pages are numbered 
sequentially.  New pages may occasionally be added to the tariff.  When a new page is added, the page 
appears as a decimal.  For example, a new page added between pages 34 and 35 would be 34.1 
 

B. Page Revisions Numbers.   Page Revision Numbers also appear in the upper-right corner of the page.  
These numbers are used to determine the most current page revision on file with the South Carolina 
Public Service Commission.  For example, the Fourth Revised Page 34 cancels the Third Revised Page 
34.  Because of deferrals, notice periods, etc., the most current page number on file with the 
Commission is not always the tariff page in effect.  Business Customers should consult with check 
sheet for the page currently in effect. 
 

C. Paragraph Numbering Sequence.     There are nine levels of paragraph coding.  Each level of coding is 
subservient to its next higher level of coding. 
 

 
1. 
1.1 
1.1.1 
1.1.1.A. 
1.1.1.A.1 
1.1.1.A.1.(a) 
1.1.1.A.1.(a)(I) 
1.1.1.A.1.(a)(I)(i) 
1.1.1.A.1.(a)(I)(i)(1) 
 
Check List of Effective Pages.    When a tariff filing is made with the South Carolina Public Service 
Commission, an updated Check List of Effective pages (“Check List”) accompanies the tariff filing.  
The Check List lists the pages contained in the tariff, with a cross-reference to the current revision 
number.  When new pages are added, the Check List is changed to reflect the revision.  All revisions 
made in a given filing are designated by an asterisk (*).  There will be no other symbols used on the 
Check List if these are the only changes made to it (i.e., the format, etc.).  Business Customers should 
refer to the latest Check List to find out if a particular page is the most current page on file with the 
Commission. 
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SECTION 1 
 

DEFINITIONS 
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DEFINITIONS 
 
1.1 Certain terms used generally throughout this tariff are defined below. 

 
Access Arrangement:  Any equipment or access facility necessary to connect the Customer’s 
voice/data/video equipment to a Fonix Point-of Presence for transmission purposes. 
 
Access Lines:  A telephone facility which permits access to and from both the Customer’s 
premises and the telephone exchange or serving central office. 
 
Account:  Either a Customer’s physical location or individual Service represented by a unique 
account number within the Billing Hierarchy.  Multiple Services each with a unique account 
number may be part of one physical location. 
 
Accounting Code:  A multi-digit code which enables a Customer to allocate charges to its internal 
accounts. 

 
Additional Listing: Any listing of a name or other authorized information in connection with a 
Customer’s telephone number in addition to that which is entitled in connection with his regular 
service. 
 
Agent:  A business representative, whose function is to bring about, modify, affect, accept 
performance of, or terminate contractual obligations between the Company, its applicants or 
Customer’s. 
 
Anonymous Call Rejection:  The User may automatically reject incoming calls that originate from 
a telephone number using a blocking feature that prevents the delivery of the originating caller’s 
telephone number. 
 
Applicant:  A person who applies for telecommunications service.  Includes persons seeking 
reconnection of their service after Company-initiated termination. 
 
Application for Service:  The Fonix order process that includes technical, billing and other 
descriptive information provided by the Customer that allows Fonix to provide requested 
Communications Services for the Customer and Customer’s Authorized Users.  Upon acceptance 
by Fonix, the Application for Service becomes a binding contract between the Customer and 
Fonix for the provision and acceptance of Services.     
 
Authorized Code:  A multi-digit code that enables a Customer to access Fonix’s network and 
enables Fonix to identify the Customer’s use for proper billing.  Also called a Personal 
Identification Code or PIN. 
 
Authorized User:  A person, firm or corporation which is authorized by the Company to be 
connected to the service of the Customer or joint user. 
 
Automatic Number Identification (ANI):  Allows the automatic transmission of a caller’s billing 
account telephone number to a local exchange company interexchange carrier or a third party 
subscriber.  The primary purpose of ANI is to allow for billing of toll calls. 
 
“B” Channels:  The 64 kbps channels on a PRI circuit that are available for Customer information. 
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DEFINITIONS 
 

1.1 (Cont’d) 
 
Bandwidth:  The information-carrying capability of a channel.  Analog transmission usually is 
expressed in kHz or MHz and digital transmission in Kbps and Mbps. 
 
Billing Hierarchy:  Allows Customers to combine multiple accounts and Services into a single 
billing structure.  Customers can choose whether to have all Services invoiced together, invoiced  
separately, or in any combination thereof.  In addition the Customer may specify where the 
invoices are to be sent and who is to receive them. 
 
Bit:  An abbreviation of binary digit that is the smallest unit of information in a binary notation 
system. 

 
Business Hours:  The phrase “business hours” means the time after 8:30 A.M. and before 5:30 
P.M., Monday through Friday, excluding holidays. 
 
Business Office:  The phrase “business office” means the primary location where the business 
operations of Fonix are performed and where a copy of Fonix’s tariff is made available for public 
inspection.  The address of the business office is 9350 South 150 East, Suite 700, Sandy, Utah 
84070. 
 
 Business Service:  Determination as to whether or not a Customer’s service should be classified 
as Business will be based on the character or use to be made of the service.  The practice of 
advertising a telephone number in newspapers, business cards, or on trucks shall be a contributing, 
but not an exclusive factor in determining the classification of service.  Service will be classified 
as Business service where the use is primarily or substantially of a business, professional, 
institutional, or otherwise occupational nature.  
 
Call Block:  Allows customers to prevent the customer’s name and number from appearing on the 
called party’s Caller ID telephone or display unit.  Call Block feature must be activated by the 
customer on a call by call basis. 
 
Called Station:  The terminating point of a call (i.e., the called number). 
 
Call Forwarding:  Permits the customer to forward (transfer) all incoming calls to another 
telephone number, and to restore it to normal operations. 
 
Call Forwarding Busy:  Allows incoming calls to a busy station to be routed to a pre-selected 
station line or attendant within the same system or outside the system.  Intercom calls can be 
arranged to be forwarded to a number different from DID calls. 

 
Call Forwarding Flexible Delivery:  The User may direct incoming telephone calls to the 
Customer’s idle telephone number to be routed to a User-defined telephone number such as voice 
mail, or to a telephone number where the telephone call will be answered. 
 
Call Forwarding Flexible Delivery with Audio:  the User may direct incoming calls to the 
Customer’s idle telephone number to be routed to a User-defined telephone number such as voice 
mail, or to a telephone number where the call will be answered.  The User will hear the name of 
each caller routed to the User-defined telephone number. 
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DEFINITIONS 
 

1.1 (Cont’d) 
 

Call Forwarding No Answer:  Allows incoming calls to be automatically routed to a pre-selected 
station line or attendant in the same system or outside the system or outside the system, when the 
called station is not answered after a preset number of rings.  Intercom calls can be arranged to be 
forwarded to a number different from DID calls. 
 
Call Forwarding Preferred:  The User may direct specified incoming telephone calls to the 
Customer’s telephone number to be routed to a User-defined telephone number. 

 
Call Forwarding Remote Access:  The User may activate or deactivate the Call Forwarding feature 
remotely from any capable telephone line or equipment. 

 
Calling Area:  A specific geographic area designated for the purpose of applying a specified rate 
structure. 
 
Calling Station:  The originating point of a call (i.e., the calling number). 
 
Call Pickup:  Allows a station line to answer incoming calls to another station line within a 
defined call pickup group.  Call pickup is provided on individual station lines within a customer 
group. 
 
Call Return:  The User may return the last call to the Customer’s telephone number by dialing a 
one or two-digit code. 

 
Call Selector:  Distinctive ringing patterns indicate to the User specific telephone numbers of 
incoming calls. 
 
Call Tracing:  The User may automatically trace the last call received and ascertain the calling 
number, time the call was received, and the time the trace was activated. 
 
Call Transfer:  Allows a station line user to transfer any established call to another station line 
inside or outside the customer group without the assistance of the attendant. 
 
Call Waiting:  Permits a line in the talking state to be alerted by a tone when another call is 
attempting to complete to the line.  Audible ringing is returned to the originating line.  The Service 
also provides a hold feature that is activated by a switchhook flash. 
 
Call Waiting Deluxe:  This service includes the Call Waiting feature plus additional call 
disposition options, including answering the waiting telephone call while placing the first party on 
hold, answering the waiting telephone call and ending the call with the first party, directing the 
waiting call to hold via a recording and forcing the waiting call to another location (e.g. voice 
mail). 
 
Caller ID:  Displays name and number of the calling party on a special display telephone or 
display unit. 
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DEFINITIONS 
 

1.1 (Cont’d) 
 
Caller ID Block:  Blocking of Caller ID is free of charge to the Customer and is available to 
residential and business customers who are served by appropriately equipped central offices.  
Prevents the delivery of the Customer’s telephone number and name to called parties within the 
Customer’s serving area. 

 
Caller ID Deluxe:  The User may view on a display unit the name and telephone number of calling 
parties and the date and time of incoming calls. 

 
Cancel Call Waiting:  Allows the customer to cancel the Call Waiting feature on a call-by-call 
basis.  This can be done before the customer places a call (or during a conversation if the customer 
also subscribes to Three Way Calling). 
 
Carrier:  The term “Carrier” means Fonix Telecom, Inc.   Fonix Telecom, Inc., is referred to as 
Fonix or Company in this tariff. 

 
Carrier Identification Code (CIC):  A number assigned to any entity purchasing Feature Group B 
and/or D services.  These codes are used with Feature Group B access as 950-CCCC, where 
CCCC equals Carrier Identification Code, and casual calling with 101CCCC. 
 
Central Office:  A switching unit in a telephone system which provides service to the general 
public, having the necessary equipment and operating arrangements for terminating and 
interconnecting customer lines and trunks or trunks only.  There may be more than one central 
office in a building or exchange. 
 
Central Office Disconnect:  Allows a call to be disconnected via answer supervision. 

 
Channel or Circuit:  A path for electrical or radio frequency transmission between two or more 
points having a bandwidth and termination of the Customer’s own choosing. 
 
Commission:  South Carolina Public Service Commission. 
 
Communication Services:  The Company’s intrastate toll and local exchange switched telephone 
services. 
 
Company or Fonix :  Fonix Telecom Inc., the issuer of this tariff. 
 
Company Point of Connection:  The physical point at which Company’s facilities terminate and 
are connected to the customer’s facilities. 
 
Credit(s):  “Credit(s)” has the meaning set forth in Section 2.26 hereof. 

 
Credit Allowance(s):  “Credit Allowances” has the meaning set forth in Section 2.26 hereof. 
 
Credit Limit:  “Credit Limit” means a credit limit placed on Customer’s monthly consumption of 
Services pursuant to Section 2.7.5. 
 
Customer-Provided Equipment:  Telecommunications equipment provided by a Customer used to 
originate calls using Fonix’s Service located at the originating location. 
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DEFINITIONS 
 

1.1 (Cont’d) 
 
Customer or Subscriber:  The person, firm or corporation that orders service and is responsible for 
the payment of charges and compliance with the Company’s regulations. 
 
“D” Channel:  The 64 kbps channel on a PRI circuit that is reserved for call control and signaling 
of the “B” channels. 

 
Day:  The term “day” means 8:30 A.M. to, but not including 5:00 P.M. local time at the 
originating city, Monday - Friday, excluding Company specific holidays. 
 
Dedicated Access Line (DAL):  A dedicated communications channel that terminates on a general 
access port provided by Fonix and has the capacity of a voice grade circuit.   
 
Delinquent or Delinquency:  An account for which payment has not been made in full on or before 
the last day for timely payment. 
 
Dialed Number Identification Service (DNIS):  Designates the digits to be outpulsed for each toll 
free number terminating to a dedicated access facility.  DNIS allows a Customer to receive calls to 
multiple toll free numbers on the same dedicated access facility. 
 
Digital Subscriber Line (DSL):  A standard allowing digital broadband transmission at rates of up 
to 1.544 mbps per second and standard voice grade service to occur simultaneously over a twisted 
copper pair for distances of up to 18,000 feet. 
 
Digital Transmission:  Information transmitted in the form of digitally encoded signals. 
 
Direct Dialed Call:  A call requiring no operator assistance. 
 
Direct Inward Dial (or “DID”):  A service attribute that routes incoming calls directly to stations, 
by-passing a central answering point. 
 
Direct Outward Dial (or “DOD”): A service attribute that allows individual station users to access 
and dial outside numbers directly. 
 
Distinctive Ring 1:  The User may add one (1) additional telephone number to a single line. 
 
Distinctive Ring 2:  The User may add two (2) additional telephone numbers to a single line. 
 
Dual Tone Multi-Frequency (or “DTMF”):  The signaling type employed by tone dial station sets. 
 
Entrance Facility:  The physical circuit arrangement that connects an Entrance Site to a Fonix 
Point-of-Presence 
 
Entrance Site:  A location of Fonix transmission facilities from which Services can be provided for 
a Customer to any other Entrance Site or Point-of Presence. 
 
Evening:  The term “evening” means 5:00 P.M. to, but not including, 11:00 P.M. local time at the 
originating city. 
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DEFINITIONS 
 

1.1 (Cont’d) 
 

Exchange Area:  A geographically defined area wherein the telephone industry through the use of 
maps or legal description sets down specified area where individual telephone exchange 
companies hold themselves out to provide communications services. 
 
Exemption Certification:  A written notification provided by the Customer certifying that 
Customer’s dedicated facility should be exempted from the monthly Special Access Surcharge 
because (a) the facility terminates in a device not capable of interconnecting Fonix’s Service with 
the local exchange network or (b) the facility is associated with a Switched Access Service that is 
subject to Carrier Common Line Charges. 
 
Facility (or Facilities):  An item or items of communications plant or equipment used to provide or 
connect to Fonix Services. 
 
FCC:  Federal Communications Commission. 

 
South Carolina Relay Center (Dual party Relay Service for TDD):  The South Carolina Relay 
Center permits hearing and speech impaired users of Telecommunications Devices for the Deaf 
(TDD) to communicate with users or ordinary telephones.  Communications take place by 
relaying conversations (Voice to TDD and TDD to voice).  These calls are between one party who 
must communicate by means of a TDD and another who communicates by means of an ordinary 
telephone. 

 
Government Authority:  “Governmental Authority” means any judicial, administrative, or other 
federal, state or municipal governmental authority (including without limitation the Commission 
and the FCC) having jurisdiction over the Company or the provision of Services hereunder. 
 
Hierarchy:  See Billing Hierarchy. 

 
Holiday:  The term “holiday” includes New Year’s Day (January 1st), Memorial Day (last Monday 
in May), Independence Day (July 4th), Labor Day (1st Monday in September), Thanksgiving Day 
(4th Thursday in November), and Christmas Day (December25th).  When holidays fall on 
Saturdays or Sundays, the holiday rate applies unless a larger discount would normally apply. 

 
Hunting:  Routes a call to an idle station line in a prearranged group when the called station line is 
busy. 
 
ICB:  “Individual Case Basis”   
 
Incomplete Call:  Any call where voice transmission between the calling and the called station is 
not established (i.e., busy, no answer, etc.). 
 
Individual Line Station:  Allows a station line user to add, change or delete telephone numbers 
from a speed calling list. The list is dedicated to the individual station line user. 
 
Integrated Services Digital Network (ISDN):  A dedicated or switched (where available) 
originating and terminating service providing end-to-end digital connection for the simultaneous 
transmission of voice, data, video, imaging, fax and other communication services over multiple 
channels which have been combined to provide a single transmission path. 
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DEFINITIONS 
 

1.1 (Cont’d) 
 

Interexchange Carrier IXC:  A common carrier that provides long distance domestic and 
international communication services to the public. 
 
Interruption:  “Interruption” means the disruption of, or removal of a circuit from, Service such 
that the Service becomes unusable by User for a continuous period of thirty (30) minutes or more. 

 
Invoice Point:  A level in the billing hierarchy at which accounts are grouped together 
(aggregated) for the purpose of billing the Business Customer. 
 
Joint User:  A person, firm or corporation which is designated by the Customer as a user of Local 
Exchange Service furnished to the Customer and to whom a portion of the charges for the services 
will be billed under a joint user arrangement as specified herein. 
 
Kbps:  Kilobits per second, denotes thousands of bits per second. 
 
LEC:  A Carrier authorized by a state Governmental Authority to provide communications service 
within one or more domestic local telephone exchanges. 
 
Fonix Central Office (LCO):   Fonix switching Center. 
 
Local Access Transport Area (“LATA”): A Local Access and Transport Area established pursuant 
to the Modification of Final Judgment entered by the United States District Court for the District  
of Columbia in Civil Action No. 82-0192; or any other geographic area designated as a LATA in 
the National Exchange Carrier Association, Inc.   
Tariff F.C. C. No. 4. 
 
Local Access Facility:  The channel provided by the local telephone company (or other local 
service provider) to connect the Point-of-Presence to a Business Customer location. 
 
Local Exchange Carrier or (“LEC”):  Denotes any individual partnership, association, joint-stock 
company, trust or corporation engaged in providing switched communication within an exchange. 
 
Location:  A physical premises to or from which Fonix provides Service.  In instances where a 
Customer obtains Service from Fonix at multiple locations, each of these locations will be 
designated as either “associated” or “non-associated.”  An “associated” location is a location that a 
Customer owns or leases, or that is occupied by a business enterprise in which the Customer has 
an equity interest of twenty (20) percent or more or which is occupied by a franchisee of the 
Customer.  All locations other than “associated” locations will be considered “non-associated.” 
 
Mbps:  Megabits, denotes millions of bits per second. 

 
Minimum Annual or Monthly Commitment (MAC or MMC):  The amount of Service that the 
Customer commits to purchase during each year or each month or a promotional offering.  The 
Business Customer’s MAC/MMC includes charges for all Services identified in the Customer’s 
agreement as contributory, after all applicable discounts.  The MAC/MMC does not include non- 
usage charges, such as taxes, interest, surcharges, access facilities charges and other charges 
associated with access, fixed recurring charges, installation charges, and other non-recurring 
charges. 
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DEFINITIONS 

 
1.1 (Cont’d) 

 
Minimum Service Period (MSP):  The minimum period of time during which Customer takes 
Services under this Tariff. 
 
Multi-Frequency or (“MF”):  Tone signaling used between telephone switches, or between 
telephone switches and PBX/key systems. 

 
N/A:  Not Applicable 
 
N/C:  No Charge. 
 
NXX:  The designation for the first three digits of a local telephone number where N represents 2-
9 and X represents 0-9. 
 
Night\Weekend:  The words “night/weekend” mean 11:00 P.M. to but not including, 8:00 A.m.  
Local time in the originating city, all day on Saturday, and all day Sunday except from 5:00 P.M. 
to, but not including 11:00 P.M. 
 
Non-Business Hours:  The phrase “non-business hours” means the time period after 5:30 P.M. and 
before 8:30 A.M., Monday through Friday, all day Saturday, Sunday, and on holidays. 
 
Normal Work Hours: The time after 8:30 A.M. and before 5:30 P.M. Monday through Friday, 
excluding Fonix observed Holidays. 
 
North American Dial Plan (NADP):  The method of identifying calls in the public network of 
North America, called World Numbering Zone 1.  The calls are identified by their NPA (area 
code) – NXX (exchange) – XXXX (station number) format. 
 
NPA:  An area code, otherwise called numbering plan area. 
 
Off-Network Access Line (Off-Net):  A facility leased by Fonix and used in common by 
Customers to enter or exit the Fonix system.  Off-Net is also known as switched Service. 
 
On-Network Access Line (On-Net):  A facility that connects a Business Customer location 
directly to the Fonix network for entrance or exit.  On-Net is also known as dedicated Service. 
 
Other Common Carrier (OCC):  The term “other common carrier” denotes a specialized or other 
type of common carrier authorized by the Federal Communications Commission to provide 
domestic or international communications service. 
 
Other Providers:  Any Carriers or other service providers whose services or facilities are 
connected to, or used by, the Company in providing the Services. 
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DEFINITIONS 
 

1.1 (Cont’d) 
 
Performance Failure:  any disruption, degradation, or failure of Service, including without 
limitation any Interruption (but excluding Scheduled Interruptions), any installation failure or 
delay, or any mistake, delay, omission, error or other defect in the Service or in the provision 
thereof. 
 
Permanent Virtual Circuit (“PVC”):  A virtual point-to-point (non-switched) logical link between 
two specific en points over which packetized (frames data can be transmitted according to defined 
service characteristics. 
 
Point of Presence:  Fonix’s physical presence where Fonix maintains intercity communications 
channels and local distribution facilities for the purpose of providing its Services. 
 
Prepaid Calling Card:  A calling card or other tangible item which (i) contains an Authorization 
Code and an Access code, (ii) is supplied by the Company or its Agents, and (iii) permits a User to 
use the Services of the Company up to an amount prepaid to (or up to a credit limit pre-established 
by the Customer with) the Company. 
 
Premises:  A building or buildings on contiguous property (except railroad rights-of-way, etc.) 

 
PRI Group:  The number of “B” channels that are controlled by a primary “D” channel. 
 
Primary “D” Channel:  The main “D” channel in a PRI group that controls the signaling for all the 
“B” channels in the PRI group. 
 
Primary Interexchange Carrier (PIC):  The interexchange carrier to which a switched access line is 
pre-subscribed. 
 
Privacy Identifier:  Provides the User subscribing to the Caller ID feature with the ability to 
identify unavailable, unknown, blocked and private numbers. 
 
Recurring Charges:  The monthly charges to the Customer for services, facilities and equipment 
that continue for the agreed upon duration of the service. 
 
Regular Billing:  A standard bill sent in the normal monthly Fonix billing cycle.  This billing 
consists of one bill for each account assigned to the Customer with explanatory detail showing the 
derivation of the charges. 

  
Regulation(s):  Any and all law(s), rule(s), regulation(s) (including without limitation those set in 
this Tariff), orders(s), policy or policies, ruling(s), judgment(s), decree(s) or other determination(s) 
which are made by the Commission or any other Governmental Authority or which arise under 
any federal, state, or local statute, utility code, or ordinance, and which are applicable to the 
Services or to any provision of this Tariff. 

 
Remote Call Forwarding:  Automatically redirects all incoming calls to a customers’ number to a 
pre-designated number. 
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DEFINITIONS 
 

1.1 (Cont’d) 
 
Repeat Dialing:  Automatically redials the telephone number of the last outgoing call.  If the 
number being called is busy, Automatic Recall will alert the customer with a special ring when the 
line becomes clear. 
 
Repeat Dialing:  Automatically redials the telephone number of the last outgoing call.  If the 
number being called is busy, Automatic Recall will alert the customer with a special ring when the 
line becomes clear. 
 
Resale Tariff(s):  The Tariff(s) of one or more Other Providers. 
 
Residential Service:  Service will be classified as residential service where the business use, if any, 
is merely incidental and where the major use is of a social or domestic nature. 
 
Resp Org (Responsible Organization):  The entity responsible for managing and administering 
Business Customers’ toll free records in the 800 Service Management System (SMS/800).  The 
SMS/800 recognizes one Resp Org for each toll free number. 
 
Return Call:  Allows customer to automatically return the last incoming call (whether the call was 
answered or missed).  If the number being called back is busy, Automatic Callback will alert the 
customer with a special ring when the line becomes clear. 
 
Ring Down:  A preprogrammed line such as those used in hotels or airports that automatically 
dials a pre-designated number when the caller goes off-hook. 
 
Scheduled Interruption:  An Interruption which has been scheduled by the Company in advance 
for maintenance, testing, or other administrative purposes. 

 
Service Commencement Date:  The first day following the date on which the Company notifies 
the Customer that the requested service or facility is available for use, unless extended by the 
Customer’s refusal to accept service that does not conform to standards set forth in the Service 
Order or this tariff, in which case the Service Commencement Date is the date of the Customer’s 
acceptance.  The Company and Customer may mutually agree on a substitute Service 
Commencement Date. 
 
Service(s):  Fonix’s regulated common carrier communications service(s) provided under this 
Tariff. 
 
Service Order:  The written request for Network Services executed by the Customer and the 
Company in the format devised by the Company.  The signing of a Service Order by the Customer 
and acceptance by the Company initiates the respective obligations of the parties as set forth 
therein and pursuant to this tariff, but the duration of the service is calculated from the Service 
Commencement Date. 
 
800 Service Management System (SMS/800):  The centralized operations support system used to 
create and update toll free records that are then downloaded to Service Control Points (“SCPs”) 
for processing toll free service calls.  The system is used by Resp Org to manage and administer 
toll free records. 
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DEFINITIONS 

 
1.1 (Cont’d) 

 
Speed Calling:  Permits a station line user to dial selected numbers by using fewer digits than 
normally required.  This is accomplished through the assignment of abbreviated codes to 
frequently called numbers.  The speed calling list is customer-changeable. 

 
Speed Calling 8:  The User may call up to a maximum of eight (8) seven (7) or ten (10) digit 
telephone numbers by dialing an abbreviated code. 

 
Speed Calling 30:  The User may call up to a maximum of thirty (30) seven (7) or ten (10) digit 
telephone numbers by dialing an abbreviated code. 
 
Subscriber:  The term “Customer” is synonymous with the term “subscriber.” 

 
Switch:  The term “switch” denotes an electronic device that is used to provide circuit sharing, 
routing, and control. 
 
TDD:  A Telecommunications Device for the Deaf 
 
Telecommunications:  “Telecommunications” means the transmission of voice communications 
or, subject to the transmission capabilities of the Service, the transmission of data, facsimile, 
video, signaling, metering or any other form of intelligence. 
 
Termination:  Discontinuance of (to discontinue) Services, either at Customer’s request, or by the 
Company in accordance with Regulations. 

 
Third Party Billing Companies:  Collectively, any clearinghouses, LECs, Other Providers, credit 
card companies or other third parties who bill Customers for Services on the Company’s behalf. 

 
Three Way Calling:  Allows Customer to have a conference call with two other parties at different 
numbers.  With this service, the Customer can initiate calls to both parties or add another party to 
an established call. 

 
Timely Payment:  A payment on a Customer’s account made on or before the due date. 
 
T-1:  A 1.544 Mbps digital transmission system equivalent to 24 voice frequency 
circuits/channels. 
 
Toll Restriction:  An exchange service that prohibits the completion of billable toll calls. 
 
Two Way:  A service attribute that includes outward dial capabilities for outbound calls and can 
also be used to carry inbound calls to a central point for further processing. 
 
Underlying Carrier:  A provider of interstate telecommunications services from whom Fonix 
acquires services that it resells to Customers. 
 
Unpublished Number:  The Customer may refuse a listing of its name, street address, and 
telephone number in the telephone directory published by the dominant exchange service provider 
in the Customer’s exchange area. 
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DEFINITIONS 
 

1.1 (Cont’d) 
 

User or End User:  A Customer, Joint User, or any other person authorized by a Customer to use 
service provided under this tariff. 
 
Voice Mail:  The User may retrieve messages from incoming calls that were stored while the User 
was unavailable. 
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SECTION 2 

 
REGULATIONS 
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REGULATIONS 
 

2.1 Undertaking of the Company 
 

 2.1.1 Scope 
 

A. The Company undertakes to furnish communications service pursuant to the terms of 
this tariff in connection with one-way and/or two-way information transmission 
from, to, or between points within the State of South Carolina. 
 

B. Customers and users may use services and facilities provided under this tariff to 
obtain access to services offered by other service providers.  The Company is 
responsible under this tariff only for the services and facilities provided hereunder, 
and it assumes no responsibility for any service provided by any other entity that 
purchases access to the Company network in order to originate or terminate its own 
services, or to communicate with its own customers. 
 

C. The Company may act as a customer’s agent for ordering access connection facilities 
provided by other carriers or entities when authorized by the customer to allow 
connection of a customer’s location to the Company’s network.  The customer shall 
be responsible for all charges due for such service arrangements. 
 

D. The Company’s services and facilities are available twenty-four (24) hours per day, 
seven (7) days per week. 

 
2.1.2    Limitations 

 
A. The Company reserves the right to limit or to allocate the use of existing facilities, or 

of additional facilities offered by the Company, when necessary because of lack of 
facilities, or due to some other cause beyond the Company’s control. 

 
B. The furnishing of service under this tariff is subject to the availability on a 

continuing basis of all the necessary facilities and is limited to the capacity of the 
Company’s facilities as well as facilities the Company may obtain from other 
carriers to furnish service from time to time as required at the sole discretion of the 
Company.   

 
C. The services hereunder are offered only where technically and where operationally 

practical for the Company.   
 

D. The Company does not undertake to transmit messages, but offers the use of its 
facilities when available, and will not be liable for errors in transmission nor for 
failure to establish connections. 
 

E. The Company reserves the right to refuse service to Customers due to insufficient or 
invalid charging information. 
 

F. The Company may block calls that are made to certain countries, cities, or central 
office exchanges, or use certain authorization codes as the Company, in its sole 
discretion, deems reasonably necessary to prevent unlawful or fraudulent use of 
service or consumption of services in excess of the customer’s credit limit (if any). 
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2.1 Undertaking of the Company (Cont’d)  
 
2.1.2 Limitations (Cont’d) 

 
G. The Company will use reasonable efforts to maintain the facilities and equipment 

that it furnishes to the Customer.  The Company may substitute, change, or rearrange 
any equipment or facility at any time and from time to time, but shall not thereby 
alter the technical parameters of the service provided the Customer.   Company shall 
have the right to make necessary repairs or changes in its facilities at any time and 
will have the right to suspend or interrupt service temporarily for the purpose of 
making the necessary repairs or changes in its system.       

 
2.1.3 Terms and Conditions 

 
A. Service, unless otherwise specified, is provided on the basis of a minimum period of 

at least one month, 24 hours per day.  For the purpose of computing charges in this 
tariff, a month is considered to have 30 days. 

 
B. Customers may be required to enter into written service orders which shall contain or 

reference a specific description of the service ordered, the rates to be charged, the 
duration of the services, and the terms and conditions in this tariff.  Customers will 
also be required to execute any other documents as may be reasonably requested by 
the Company. 

 
C. At the expiration of the initial term specified in each Service Order, or in any 

extension thereof, service shall, unless otherwise specified, continue on a month-to-
month basis at the then current rates unless terminated by either party upon 30 days’ 
written notice.   

 
D. At the expiration of the initial term for each pre-paid service order, or any extension 

thereof, service shall continue on a day-to-day basis at the ten current rates through 
the last day for which service is paid for in advance.  Failure to pay for an extension 
of service before the last day of the current period for which services have been paid 
for in advance shall constitute an authorization by the customer to immediately 
terminate service without further notice. 

 
E. Service may be interrupted without notice and  terminated upon written notice to the 

Customer if: 
 
1. the Customer is using the service in violation of this tariff; or 

 
2. the Customer is using the service in violation of the law. 

 
F. Any termination shall not relieve the Customer of its obligation to pay any charges 

incurred under the service order and this tariff prior to termination.  The rights and 
obligations which by their nature extend beyond the termination of the term of the 
service order shall survive such termination. 

 
F. No other telephone company may interfere with the right of any person or entity to 

obtain service directly from the Company.  No person or entity shall be required to 
make any payment, incur any penalty, monetary or otherwise, or purchase any 
services in order to have the right to obtain service directly from the Company. 
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2.1 Undertaking of the Company (Cont’d) 

 
2.1.3 Terms and Conditions (Cont’d) 
 

H. To the extent that either the Company or any other telephone company exercises 
control over available cable pairs, conduit, duct space, raceway, or other facilities 
needed by the other to reach a person or entity, the party exercising such control 
shall make them available to the other on terms equivalent to those under which the 
Company makes similar facilities under its control available to its customers.  At the 
reasonable request of either party, the Company and other telephone company shall 
jointly attempt to obtain from the owner of the property access for the other party to 
serve a person or entity. 

 
I. This tariff shall be interpreted and governed by the laws of the State of South 

Carolina. 
 

2.1.4 Liability of the Company 
 

A. The liability of the Company for damages arising out of the furnishing of its services, 
including but not limited to mistakes, omissions, interruptions, delays, or errors, or 
other defects, representations, or use of these services or arising out of the failure to 
furnish the service, whether caused by act or omission, shall be limited to the 
allowances for Interruption of Service as set forth in 2.8.  The extension of such 
allowances for interruption shall be the sole remedy of the customer and the sole 
liability of the Company.   
 

B. The Company will not be liable for any direct, indirect, incidental, special, 
consequential, exemplary or punitive damages to Customer as a result of any 
Company service, equipment or facilities, or the acts or omissions or negligence of 
the Company’s employees or agents. 

 
C. The Company shall not be liable for any delay or failure of performance or 

equipment due to causes beyond its control, including but not limited to:  acts of 
God, fire, flood, explosion or other catastrophes; acts, errors or omissions of any 
third party; any law, order, regulation, direction, action, or request of the United 
States Government, or of any other government, including state and local 
governments having or claiming jurisdiction over the Company, or of any 
department, agency, commission, bureau, corporation, or other instrumentality of 
any one or more of these federal, state, or local governments, or of any civil or 
military authority, national emergencies; insurrections;  riots;  wars;  unavailability 
of rights-of-way or materials;  or strikes, lock-outs, work stoppages, or other labor 
difficulties.  

 
D. The Company does not guarantee nor make any warranty with respect to installations 

it provides for use in an atmosphere that is explosive, prone to fire, dangerous or 
otherwise unsuitable for such equipment.  The Customer indemnifies and holds the 
Company harmless from any and all loss, claims, demands, suit, or other action, or 
any liability whatsoever, whether suffered, made instituted, or asserted by any other 
party or person(s), and for any loss, damage, or destruction of any property, whether 
owned by the Customer or others, caused or claimed to have been caused  directly or 
indirectly by the installation, operation, failure to operate, maintenance, removal, 
presence, condition, location, or use of any installation so provided.  The Company  
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2.1 Undertaking of the Company (Cont’d) 
 

2.1.4 Liability of the Company (Cont’d) 
 
reserves the right to require each Customer to sign an agreement acknowledging 
acceptance of the provisions of this section 2.1.4(E) as a condition precedent to such 
installations.  
 

E. When the facilities of other carriers are used in establishing connections to points not 
reached by the Company’s facilities, the Company is not liable for any act or 
omission of the other carrier(s).  The Customer will indemnify and save harmless the 
Company from any third-party claims for such damages referred to in Section 
2.1.4.D. 
 

F. In no event will the Company be responsible for consequential damages or lost 
profits suffered by a Customer as a result of interrupted or unsatisfactory service.  
Company will not be liable for claims or damages resulting from or caused by:  (i)  
Customer’s fault, negligence or failure to perform Customer’s responsibilities;  (ii) 
claims against Customer by any other party;  (iii) any act or omission of any other 
party; or (iv) equipment or service furnished by a third party. 

 
G. The Company shall be indemnified, defended and held harmless by the Customer 

against any claim, loss or damage arising from Customer’s use of services, involving 
claims for libel, slander, invasion of privacy, or infringement of copyright arising 
from the Customer’s own communications. 

 
H. The entire liability for any claim, loss, damage or expense from any cause 

whatsoever shall in no event exceed sums actually paid the Company by the 
Customer for the specific services giving rise to the claim.  No action or proceeding 
against the Company shall be commenced more than one year after the service is 
rendered. 

 
I. The Company makes no warranties or representations, express or implied either in 

fact or by operation of law, statutory otherwise, including warranties of 
merchantability or fitness for a particular use, except those expressly set forth herein. 
 

J. The Company is not liable for any defacement of, or damage to, the premises of a 
Customer resulting from the furnishing of services or the attachment of equipment, 
instruments, apparatus, and associated wiring furnished by the Company on such 
Customer’s premises or by the installation or removal, when such defacement or 
damage is not the result of the Company negligence.  No agents or employees of 
other participating carriers shall be deemed to be agents or employees of the 
Company without written authorization.  The Customer will indemnify and save 
harmless the Company from any claims of the owner of the Customer’s premises or 
other third party claims for such damages. 
 

 K. The Company is not liable for any damages, including usage and toll charges, the 
Customer may incur as a result of the unauthorized use of its telephone facilities.   
Unauthorized use of the Customer’s facilities includes, but is not limited to, the 
placement of calls from the Customer’s premises, and the placement of calls through 
Customer-provided equipment that are transmitted or carried on the Company’s 
network.  The Company may work with Customers to recommend possible solution 
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2.1 Undertaking of the Company (Cont’d) 
 

2.1.4 Liability of the Company (Cont’d) 
 
to reduce unauthorized use of their facilities.  However, the Company does not 
warrant or guarantee that its recommendations will prevent all unauthorized use, and  
the Customer is responsible for controlling access to, and use of, its own telephone 
facilities. 
 

L. Where there is a connection via Customer-provided terminal equipment or 
Customer-provided communications systems, the point of demarcation shall be 
defined as the Company facility that provides interconnection.  The Company shall 
not be held liable for Customer-provided access media or equipment.  Any 
maintenance service or equipment arrangements shall be addressed on an individual  
case basis. 
 

M. In no event will the Company be liable for protection of Customer’s transmission 
facilities or equipment from unauthorized access, or for any unauthorized access to 
or alteration, theft or destruction of Customer’s data files, programs, procedure or 
information through accident, fraudulent means or devices or any other method. 
 

N. The Company will not be responsible if any changes in its service cause hardware or 
software not provided by the Company to become obsolete, require modification or 
alteration, or otherwise affect the performance of such hardware or software. 

  
2.1.5 Disclaimer 
 

The Company will have no liability whatsoever to Customer, its employees, agents, 
subcontractors, or assignees, or to any other person for (i) damages arising out of any 
Other Providers’ Performance Failure, (ii) any act or omission of any third party 
furnishing equipment, facilities or service to any User in connection with this Tariff or 
with the Services, or (iii) any other act or omission of any Other Provider, User, or third 
party related to the use or provision of Services hereunder. 
 
THE COMPANY DISCLAIMS ALL REPRESENTATIONS AND WARRANTIES, 
EXPRESS OR IMPLIED, INCLUDING WITHOUT LIMITATION, ANY 
IMPLIED WARRANTY OR MERCHANTABILITY OR FITNESS FOR A 
PARTICULAR PURPOSE FOR OR IN CONNECTION WITH THE USE OR 
PROVISION OF SERVICES PROVIDED HEREUNDER. 
  

2.1.6 Notification of Service-Affecting Activities 
 

The Company will provide the Customer reasonable notification of service-affecting 
activities that may occur in normal operation of its business.  Such activities may include, 
but are not limited to, equipment or facilities additions, removals or rearrangements and 
routine preventative maintenance.  Generally, such activities are not specific to an 
individual Customer but affect many Customers’ services.  No specific advance 
notification period is applicable to all service activities.  The Company will work 
cooperatively with the Customer to determine the reasonable notification requirements.  
With some emergency or unplanned service-affecting conditions, such as an outage 
resulting from cable damage, notification to the Customer may not be possible. 
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2.1 Undertaking of the Company (Cont’d) 
 
2.1.7 Provision of  Services, Equipment and Facilities 

 
A User may transmit or receive information or signals via the facilities of the Company.  
The Company’s services are designed primarily for the transmission of voice-grade 
telephonic signals, except as otherwise stated in this tariff.  A User may transmit any 
form of signal that is compatible with the Company’s equipment, but the Company does 
not guarantee that its services will be suitable for purposes other than voice-grade 
telephonic communication except as specifically stated in this tariff. 

   
A. The company shall use reasonable efforts to make available services to a Customer 

on or before a particular date, subject to the provisions of, and compliance by the 
Customer with the regulations contained in this tariff.  The Company does not 
guarantee availability by any such date and shall not be liable for any delays in 
commencing service to any Customer. 

 
B. The Company shall use reasonable efforts to maintain the facilities and equipment 

that it furnished to the Customer.  The Customer may not, nor may the Customer 
permit others to rearrange, disconnect, remove, attempt to repair, or otherwise 
interfere with any of the facilities or equipment installed by the Company, except 
upon the written consent of the Company. 

 
C. The Company may substitute, change or rearrange any equipment or facility at any 

time and from time to time, but shall not thereby diminish the technical operating 
parameters of the service provided the Customer. 
 

D. Equipment the Company provides to or installs at the Customer’s premises for use in 
connection with the services that the Company offers shall not be used for any 
purpose other than that for which it was provided by the Company. 

 
E. The Customer shall be responsible for the payment of service charges set forth herein 

for visits by the Company’s agents or employees to the premises of the Customer 
when the service difficulty or trouble report results from the use of equipment or 
facilities provided by any party other than the Company, including but not limited to 
the Customer. 

 
F. The Company shall not be responsible for the installation, operation, or maintenance 

of any Customer-provided communications equipment.  Where such equipment is 
connected to the facilities furnished pursuant to this tariff, the responsibility of the 
Company shall be limited to the furnishing of facilities offered under this tariff and 
to the maintenance and operation of such facilities.  Subject to this responsibility, the 
Company shall not be responsible for: the transmission of signals by Customer-
provided equipment or for the quality of, or defects in, such transmission; or the 
reception of signals by Customer-provided equipment. 

 
2.1.8 Non-routine Installation 

 
At the Customer’s request, installation and/or maintenance may be performed outside the 
Company’s regular business hours or in hazardous locations.  In such cases, charges 
based on cost of the actual labor, material, or other costs incurred by or charged to the  
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2.1 Undertaking of the Company (Cont’d) 
 

2.1.8 Non-routine Installation (Cont’d) 
 

Company will apply.  If installation is started during regular business hours, but at the 
Customer’s request, extends beyond regular business hours into time periods including, 
but not limited to, weekends, holidays, an/or night hours, additional charges may apply 
for which the customer will be responsible. 

 
2.1.9 Special Construction 

 
Subject to the regulations contained in this tariff, special construction of facilities may be 
undertaken on a reasonable efforts basis at the request of the Customer.  The Company 
shall have sole discretion to decide whether or not to undertake special construction on a 
case-by-case basis.  Special construction is that construction undertaken: 
 
A. where facilities are not presently available, and there is no other requirement for the 

facilities so constructed; 
 

B. of a type other than that which the Company would normally utilize in the furnishing 
of its services; 
 

C. over a route other than that which the Company would normally utilize in the 
furnishing of its services; 

 
D. in a quantity greater than that which the Company would normally construct; 

 
E. on an expedited basis; 

 
F. on a temporary basis until permanent facilities are available; 

 
G. involving abnormal costs; 

 
H. in advance of its normal construction 

 
2.1.10 Ownership of Facilities 

 
Title to all facilities provided in accordance with this tariff remains in the Company, its 
agents or contractors. 
 
The Customer has no property right in the telephone number or any other call number 
designation associated with the Company’s services.  The Company may change such 
numbers, or the central office code designation associated with such numbers, or both, 
assigned to the Customer, whenever the Company, in its sole discretion deems it 
necessary to do so in the conduct of its business. 
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2.2 Prohibited Uses 

  
 2.2.1 General 
 

A. The services the Company offers shall not be used for any unlawful purpose or for 
any use as to which the Customer has not obtained all required governmental 
approvals, authorizations, licenses, consents and permits. 

 
B. The Company may require applicants for service who intend to use the Company’s 

offerings for resale and/or for shared use to file a letter with the Company 
confirming that their use of the Company’s offerings complies with relevant law and 
South Carolina Public Service Commission regulations, policies, orders, and 
decisions. 

 
C. A Customer, joint user, or authorized user may not assign or transfer in any manner 

the service or any rights associated with the service without the written consent of 
the Company.  The Company will permit a Customer to transfer its existing service 
to another entity if the existing Customer has paid all charges owed to the Company 
for regulated communications services.  Such a transfer will be treated as a 
disconnection of existing service and installation of new service, and non-recurring 
installation charges as stated in this tariff will apply. 
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2.3 Obligations of the Customer 

 
2.3.1 General 

 
The Customer shall be responsible for: 
 
A. The payment of all applicable charges pursuant to this tariff; 

 
B. Damage to or loss of the Company’s facilities or equipment caused by the acts or 

omissions of the Customer, the non compliance by the Customer with these 
regulations, or by fire or theft or other casualty on the Customer premises, unless 
caused by the negligence or willful misconduct of the employees or agents of the 
Company; 

 
  C. Providing at no charge, as specified from time to time by the Company, any needed 

personnel, equipment, space or power to operate Company facilities and equipment 
installed on the premises of the Customer, and the level of heating and air 
conditioning necessary to maintain the proper operating environment on such 
premises; 

 
  D. Obtaining, maintaining, and otherwise having full responsibility for all rights-of-way 

and conduits necessary for installation of copper or fiber optic cable and associated 
equipment used to provide communication services to the Customer from the 
building entrance or property line to the location of the equipment space described in 
2.3.1 (c).  Any and all costs associated with obtaining and maintaining the rights-of 
way described herein, including the costs of altering the structure to permit 
installation of the Company-provided facilities, shall be borne entirely by or may be 
charged by the Company to the Customer.  The Company may require the Customer 
to demonstrate its compliance with this section prior to accepting an order for 
service; 

 
   E. Providing a safe place to work and complying with all laws and regulations 

regarding the working conditions on the premises at which Company employees and 
agents shall be installing or maintaining the Company’s facilities and equipment.  
The Customer may be required to install and maintain Company facilities and 
equipment within a hazardous area if, in the Company’s opinion, injury or damage to 
the Company’s employees or property might result from installation or maintenance 
by the Company.  The Customer shall be responsible for identifying, monitoring, 
removing and disposing of any hazardous material (e.g. friable asbestos) prior to any 
construction or installation work by the Company; 

 
   F. Complying with all laws and regulations applicable to, and obtaining all consents, 

approvals, licenses and permits as may be required with respect to, the location of 
company facilities and equipment on any Customer premises or the rights-of-way for 
which Customer is responsible under Section 2.3.1(D); 
 

G. Not creating, or allowing to be placed, any liens or other encumbrances on the 
Company’s equipment or facilities;  
 

H. Making Company facilities and equipment available periodically for maintenance 
purposes at a time agreeable to both the Company and the Customer.  No allowance 
will be made for the period during which service is interrupted for such purposes; 
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2.3 Obligations of the Customer (Cont’d) 

 
2.3.1 General (Cont’d)  
 

I. Securing its telephone equipment against being used to place fraudulent calls using 
the Company’s service.  The Customer shall be responsible for payment of all 
applicable charges for services provided by the Company and charged to the 
Customer’s accounts, even where those calls are originated by fraudulent means 
either from Customer’s premises or from remote locations.  In addition, the 
Customer shall be responsible for all calls charged by fraudulent means to the 
Customer’s prepaid calling card; 
 

J. Verifying in writing if requested by the Company that it is duly authorized to order 
service at all locations designated by the Customer for service, and assumes financial 
responsibility for all locations designated by the Customer to receive Company’s 
services.  If the verification (i.e., a letter of authorization) cannot be produced within 
five (5) calendar days of the request, the presubscription of the Customer’s locations 
shall be considered unauthorized; 
 

K. Not using the Company’s name, logo or trademark in any promotional materials, 
contracts, tariffs, service bills, etc., without expressed written authorization form the 
Company.  The Customer shall not use the Company name, logo or trademark in any 
sales activities.  The Customer is prohibited from using Company’s name or 
trademark on any of the Customer’s products or services; and 
 

L. Not assigning or transferring any of its rights or services ordered without the prior 
written consent of Company.   
 

2.3.2. Claims 
 

With respect to any service or facility provided by the Company, Customers shall 
indemnify, defend and hold harmless the Company from and against all claims, actions, 
damages, liabilities, cost and expenses, including reasonable attorneys’ fees for: 
 
A. Any loss, destruction or damage to the property of the Company or any third party, 

or death or injury to person, including, but not limited to employees or invitees of 
either party, to the extent caused by or resulting from the negligent or intentional act 
or omission of the Customer, its employees, agents, representatives or invitees; and 

 
B. Any claim, loss, damage, expense or liability for infringement of any copyright, 

patent, trade secret, or any proprietary or intellectual property right of any third 
party, arising from any act or omission by the Customer, including, without 
limitation, use of the Company’s services and facilities in a manner not contemplated 
by the agreement between the Customer and the Company. 
 

C. Company shall be indemnified and held harmless by the Customer against claims of 
liable, slander, or the infringement of copyright, or for the unauthorized use of any 
trademark, trade name, or service mark, arising from the material transmitted over 
Company’s service, against claims for infringement of patents arising from, 
combining with, or using in connection with, service, Company’s apparatus and  
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2.3 Obligations of the Customer (Cont’d) 
 

2.3.2 Claims (Cont’d) 
 

systems of the Customer; against all other claims arising out of any act or omission 
of the member in connection with Company’s service.  The Customer shall be liable 
for: 

 
1. Loss due to theft, fire, flood, or other destruction of Company’s equipment or 

facilities on Customer’s premises. 
 

2. Reimbursing Company for damages to facilities or equipment caused by the 
negligence or willful acts of the Customer’s officers, employees, agents or 
contractors. 
 

3. Charges incurred with interconnect or local operating companies for service or 
service calls made to the Customer’s premises or on the Customer’s leased or 
owned telephonic equipment unless Company specifically authorized said visit 
or repairs in advance of the occurrence and Company agrees in advance to 
accept the liability for said repairs or visit. 
 

4. Payment for all Company service charges incurred through usage or direct 
action on the part of the Customer. 
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2.4 Customer Equipment and Channels 

 
2.4.1 Customer-Provided  Equipment 

 
A. Terminal equipment on the User’s premises and the electric power consumed by 

such equipment shall be provided by and maintained at the expense of the User.  The 
User is responsible for the provision of wiring or cable to connect its terminal 
equipment to the Company Point of Connection. 

 
B. The Customer is responsible for ensuring that Customer-provided equipment 

connected to Company equipment and facilities is compatible with such equipment 
and facilities, the magnitude and character of the voltages and currents impressed on 
Company-Provided equipment and wiring, and injury to the Company’s employees 
or to other persons.  Any additional protective equipment required to prevent such 
damage or injury shall be provided by the Company at the Customer’s expense. 
 

C. The Customer is responsible for taking all necessary legal steps for interconnecting 
the Customer-provided equipment or communications systems with Company’s 
facilities or services.  The Customer shall secure all licenses, permits, rights-of-way 
and other arrangements necessary for such interconnection.  The Customer may not, 
nor may the Customer permit others to, rearrange, disconnect, remove, attempt to 
repair, or otherwise interfere with any of the facilities or equipment installed by 
Company, except upon the written consent of Company.  The equipment Company 
provides or installs at the Customer premises for use in connection with the service 
Company offers shall not be used for any purpose other than for which it was 
provided. 
 

D. If the Customer fails to maintain the equipment and/or system properly, with 
resulting imminent harm to Company personnel or the quality of service to other 
Customers, Company may, upon written notice, require the use of protective 
equipment at the Customer’s expense.  If this fails to produce satisfactory quality and 
safety, Company may, upon written notice, terminate the Customer’s service. 

 
2.4.2 Interconnection of Facilities 

 
A. Any special interface equipment necessary to achieve compatibility between the 

facilities and equipment of the Company and the channels, facilities, or equipment of 
others shall be provided at the Customer’s expense. 

 
B. Communication services may be connected to the services for facilities of other 

communications carriers only when authorized by, and in accordance with, the terms  
and conditions of the tariffs of the other communications carriers that are applicable 
to such connections.  

 
C. Facilities furnished under this tariff may be connected to Customer-Provided  

equipment in accordance with the provisions of this tariff.  All such equipment shall 
be registered by the Federal Communications Commission pursuant to Part 68 of 
Title 47, Code of Federal Regulations;  and all User-provided wiring shall be 
installed and maintained in compliance with those regulations. 
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2.4 Customer Equipment and Channels (Cont’d) 

 
2.4.2 Interconnection of Facilities (Cont’d) 

 
D. Users may interconnect communications facilities that are used in whole or in part 

for interstate communications to services provided under this tariff only to the extent 
that the User is an “End User” as defined in Section 69.2 (m), Title 47, Code of 
Federal Regulations, (1992 edition). 
 

E. In instances where Company is connecting its service to the Customer’s own 
Customer-provided communications system or equipment or to any service or 
equipment provided by others, the Customer must ensure that the equipment or 
system must provide answer supervision upon the delivery of the call to the 
switching equipment or to the equipment connected to the communications system.  
When service is directly connected to a communications system at a Customer’s 
premises, answer supervision must be provided when the call terminates in or passes 
through the first Customer premise equipment on that communications system, such 
as, but not limited to when a call is (1) answered by a local station;  (2) answered by 
an attendant;  (3) routed to a recorded announcement; or  (4) routed elsewhere by the 
switching system. 
 

F. The Customer shall ensure that the equipment and/or system is properly interfaced 
with Company’s facilities or services; that the signals emitted into Company’s 
network are of the proper mode, bandwidth, power, signal level or other technical 
parameters for the intended use of the Customer and in compliance with the criteria 
set forth in this tariff, and that the signals do not damage equipment, injure personnel 
or degrade service to other Customers.  If the FCC or some other appropriate 
certifying body certifies terminal equipment as being technically acceptable for 
direct electrical connection with interstate communications service, Company will 
permit such equipment to be connected with its channels without the use of 
protective interface devices. 

 
2.4.3 Inspections 

 
A. Upon suitable notification to the Customer, and at a reasonable time, the Company 

may make such tests and inspections as may be necessary to determine that the 
Customer is complying with the requirements set forth in Section 2.4.2 (B) for the 
installation, operation, and maintenance of Customer-provided facilities, equipment, 
and wiring and the connection of Customer-provided facilities and equipment to 
Company-owned facilities and equipment. 

 
B. If the protective requirements for Customer-provided equipment are not being 

complied with, the Company may take such action as it deems necessary to protect  
its facilities, equipment, and personnel.  The Company will notify the Customer 
promptly if there is any need for further corrective action.  Within ten days of 
receiving this notice, the Customer must take this corrective action and notify the 
Company of the action taken.  If the Customer fails to do this, the Company may 
take whatever additional action is deemed necessary, including the suspension of 
service, to protect its facilities, equipment and personnel from harm.  
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2.5 Application for Service 

 
2.5.1 Applicants wishing to obtain service may apply for service orally with company or 

pursuant to a completed and signed written service order.  The Company reserves the 
right to require applicants to complete and sign a Letter of Authorization for the 
Company to provide service. 

 
2.5.2 Cancellation of Application for Service 
 

A. Applications for service cannot be canceled without the Company’s agreement.  
Where the company permits a customer to cancel an application for service prior to 
the start of service or prior to any special construction, no charges will be imposed 
except for those specified below. 

    
B. Where, prior to cancellation by the Customer, the Company incurs any expenses in 

installing the service or in preparing to install the service that it otherwise would not 
have incurred, a charge equal to the costs incurred by the Company, less net salvage, 
shall apply, but in no case shall this charge exceed the sum of the charge for the 
minimum period of services ordered, including installation charges, and all charges 
other levy against the Company that would have been chargeable to the Customer 
had service commenced (all discounted to present value at six percent). 

 
C. Where the Company incurs any expense in connection with special construction, or 

where special arrangements of facilities or equipment have begun before the 
Company receives a cancellation notice, a charge equal to the costs incurred by the 
Company, less net salvage, applies.  In such cases, the charge will be based on such 
elements as the cost of the equipment, facilities, and material, the cost of installation, 
engineering, labor, and supervision, general and administrative expense, other 
disbursements, depreciation, maintenance, taxes, provision for return on investment, 
and any other costs associated with the special construction or arrangements. 

 
D. The special charges described in 2.5.2 (A) through 2.5.2 (C) will be calculated and 

applied on a case-by-case basis. 
 

2.5.3 Changes in Service Requested 
 

If the customer makes or requests material changes in circuit engineering, equipment 
specifications, service parameters, premises locations, or otherwise materially modifies 
any provision of the application for service the Customer’s installation fee shall be 
adjusted accordingly. 
 

2.5.4 Service Commencement and Acceptance 
 

Charges for services will commence as of the service commencement date.  The 
Company shall notify the Customer when services ordered pursuant to an accepted 
service order are scheduled to be ready for use.  Customer may refuse to accept such 
services only if such services fail to substantially comply with the specifications (if any) 
therefore set forth in the service order or in this tariff.
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2.6 Third Party Billing – Policy and Procedures 
 

A. Authorization for any charges for service provided to a customer by a third party will be 
obtained in advance from the end-user customer through one of the following formats: 
 

  1.   A voice recording of the entire and actual conversation with the end-user customer. 
  2.  A written and signed document. 
  3.   Independent third party verification. 
 

B. Written authorization will be requested in a clear and conspicuous manner, containing, at a 
minimum, the following: 

 
 1. Date 
 2. Name and telephone number 

3. Question and answer to ensure that the end-user customer is qualified to make the 
requested changes and to authorize billing. 

4. Question and answer regarding the end-user customer’s age, to ensure that authorization 
is provided by an of-age end-user customer.  

5. Explanation of the product/service being offered. 
6. Explanation of all applicable charges. 
7. Explicit end-user customer acknowledgment that said charges will be assessed via the 
 telephone bill. 
8. Explanation of how a service or product will appear on the telephone bill. 
9. Description of how the charge will appear on the telephone bill. 
10. Information related to whom to call (and the appropriate toll-free telephone number) for 

inquiries.      
 

 C. Authorization will be retained for a period of not less than 2 years.  Upon request, the 
authorization will be made available in a timely manner. 
 

 2.6.1 The Company does not now, nor does it intend to, offer third party billing.  However, 
should third party billing become available in the future, Company will follow precisely 
all Federal Communications Commission guidelines with regard to anti-cramming. 

 
 2.6.2 The Company does not accept third-party billing to be passed on its customers.  Third-

party billing entities may request Billing Name and Address (BNA) information at a fee, 
which is passed on to the third-party billing entity to include on their original billing.  
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2.7 Payment Arrangements 

 
2.7.1 Payment for Service 

 
The Customer is responsible for the payment of all charges for facilities and services 
furnished by the Company to the Customer and to all Users authorized by the Customer, 
regardless of whether those services are used by the Customer itself or are resold to or 
shared with other persons.   

 
A. The Customer is responsible for payment of any sales, use, gross receipts, excise, 

access or other local, state and federal taxes, charges or surcharges (however 
designated) (excluding taxes on Company’s net income) imposed on or based upon 
the provision, sale or use of Network Services by, or required by, any local, state or 
federal agency. 

 
B. Bills are due and payable on the due date of the monthly bill, but no less than 

fourteen (14) days after the date of the postmark on the bill.  Bills may be paid at 
Company offices or with authorized agents.  Payment made in the Company’s night 
depository, if any, shall be deemed received on the next full business day. 

   
C. Payments for Prepaid services are due before the commencement of any service 

period.  Payments for extensions to prepaid services are due no later than the last day 
of the period that is to be extended.  Payments for prepaid services may be made by 
activation of a prepayment card purchased from authorized agents.  Prepayment 
cards represent a receipt for the prepayment of services a specified service period 
and an invoice for the extension of prepaid services following the expiration of the 
then current service period.  Payments made at the night depository of an authorized 
third party shall be deemed received on the next full business day. 

 
D. A late payment charge, as described below, may be applied if payment is not 

received by the Telephone Company on or before the due date, which will be 
prominently displayed on the Customer’s bill.  The Company shall credit payments 
within twenty-four (24) hours of receipt to avoid assessing late payment charges 
incorrectly. 
 

E. A late payment charge of 1.5 % is applied to each Customer’s bill when the previous 
month’s bill has not been paid in full, leaving an unpaid balance carried forward.  
The late payment charge is included in the total amount due on the current bill. 

 
2.7.2 Billing and Collection Charges 

 
A. Non-recurring charges are due and payable from the customer within 14 days after 

the invoice date.  
 

B. The Company shall present invoices for Recurring Charges monthly to the 
Customer, in advance of the month in which service is provided, and Recurring 
Charges shall be due and payable within 14 days after the invoice date. 

 
D. When service does not begin on the first day of the billing period, or end on the last 

day of the billing period, the charge for the fraction of the billing period in which 
service was furnished will be calculated on a pro-rata basis. 
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2.7 Payment Arrangements (Cont’d) 
 

2.7.2 Billing and Collection Charges (Cont’d) 
 

For this purpose, every billing period is considered to have 30 days. 
 

D. Billing of the Customer by the Company will begin on the service Commencement 
Date, which is the first day that the service or facility is available for use, except that 
the Service Commencement Date may be postponed by mutual agreement of the 
parties, or if the service or if the service or facility does not conform to standards set 
forth in this tariff or the Service Order.  Billing accrues through and includes the day 
that the service, circuit, arrangement or component is discontinued. 

 
E. The Customer will be assessed a charge of twenty five dollars ($25.00 for each check 

submitted by the Customer to the Company that a financial institution refuses to 
honor.) 

 
F. Customers have up to 90 days (commencing 5 days after remittance of the bill) to 

initiate a dispute over charges or to receive credits. 
 

G. If service is disconnected by the Company in accordance with section 2.7.5 
following and later restored, restoration of service will be subject to payment of all 
amounts due, including interest, and all applicable charges for reconnection and 
installation.   

 
2.7.3 Disputed Bills 

 
In case of a billing dispute between the Customer and the Company as to the correct 
amount of a bill, which cannot be adjusted with mutual satisfaction, the Customer can 
make the following arrangement: 
 
A. First, the Customer may make a request, and the Company will comply with the 

request, for an investigation and review of the disputed amount. 
 

B. The undisputed portion of the bill must be paid by the Due By Date shown on the bill 
or the service will be subject to disconnection if the Company has notified the 
Customer by written notice of such delinquency and impending termination. 

 
C. If there is still disagreement after the investigation and review by a manager of the 

Company, the Customer may appeal to the South Carolina Public Service 
Commission for its investigation and decision. 

 
D. The Company will not disconnect the Customer’s service for nonpayment as long as 

the Customer complies with (B) and (C) above. 
 

E. The Company shall respond to the Commission’s requests for information within 10 
business days or otherwise within the number of days requested by the commission. 

 
F. Should the Commission’s investigation conclude the Customer owes the disputed 

amount, the Customer shall pay the full amount due immediately to avoid 
disconnection of service. 
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2.7 Payment Arrangements (Cont’d) 
 
2.7.4 Deposits 

 
A. When a Customer or applicant fails to establish a satisfactory credit history, the 

Company may, in order to safeguard its interest, require a deposit to ensure payment 
of charges.  The fact that a deposit has been made in no way relieves the applicant or 
Customer from complying with the Company’s regulations and the prompt payment 
of bills on presentation. 

 
B. Deposits requested from current and new residential customers shall be no greater 

than an estimated two months (60 days)  total bill (including toll and taxes)  For an 
existing customer, a maximum deposit may be required up to an amount equal to the 
total actual bills of the highest two (2) consecutive months within the preceding six 
(6) months.   

 
C. Deposits will be refunded 30 days after discontinuance of service or after 12 months 

of timely payments, whichever comes first.  A transfer of service from one premises  
to another within the area served by the Company shall not be deemed a termination 
of service by the Company if the class of service remains the same. 

 
D. When a service or facility is discontinued, the amount of a deposit, if any, will be 

applied to the Customer’s account and any credit balance remaining will be 
refunded.  Before the service or facility is discontinued, the Company may, at its 
option, return the deposit or credit it to the Customer’s account. 

 
E. Deposits held will accrue interest at a rate in accordance with the rules of the South 

Carolina Public Service Commission without deductions for any taxes on such 
deposits.  Interest will not accrue on any deposit after the date on which reasonable 
effort has been made to return it to the Customer. 
 

2.7.5 Credit Limit 
 

The Company may at any time and at its sole discretion, set a credit limit for any 
Customer’s or User’s consumption of services for any monthly period. 
 

2.7.6 Advanced Payments 
 

A. Recurring Advanced Payments:  The Company may, at its sole option and discretion, 
require that any Customer having a history of late payments for the Services or 
whose credit history either is unsatisfactory (in the Company’s sole opinion) or is not 
established to the Company’s reasonable satisfaction to make advance payments 
from time to time for future consumption of Services.  The amount of each such 
advance payment will not exceed the lesser of (a) one (1) month’s actual or 
estimated charges, or (b) the highest amount permitted by any applicable Regulation.  
The Company may, at its sole option and discretion, accept personal guarantees, 
bank letters of credit or surety bonds in lieu of an advance payment.  Advance 
payments will be applied to charges for Services in the same manner as other 
payments.  A customer may be required to continue to make advance payments in 
accordance with this Section until such time as its credit worthiness is established to 
the Company’s reasonable satisfaction.  The aggregate amount of any advance 
payment and deposit will not exceed an amount equal to an estimated two (2) months 
(60 days) total bill (including toll and taxes). 
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2.7 Payment Arrangements (Cont’d) 
 
 2.7.6 Advanced Payments (Cont’d) 

 
B. Non-recurring Advanced Payments:  the Company may require any Customer to 

make an advance payment of non-recurring charges (e.g., special construction 
charges) prior to consumption of services.   

      
2.7.7 Discontinuance of Service 

 
   A. The Company shall comply with any provisions of the South Carolina Public Service 

Commission rules in processing any discontinuance or suspension of residential 
service.  Upon non-payment of any amount owing to the Company for local 
exchange service by a residential, customer, the Company may, after, complying 
with any requirements of the Rules of the South Carolina Public Service 
Commission, discontinue or suspend service. 

 
B. Upon nonpayment of any amount owing to the Company by a Customer, the 

Company may, by giving 5 days prior written notice to the Customer, discontinue or 
suspend service without incurring any liability. 

 
C. Upon violation of any of the other material terms or conditions for furnishing 

service, the Company may, by giving 30 days’ prior notice in writing to the 
Customer, discontinue or suspend service without incurring any liability if such 
violation continues during that period. 

 
D. Upon condemnation of any material portion of the facilities used by the Company to 

provide service to a Customer or if a casualty renders all or any material portion of  
such facilities inoperable beyond feasible repair, the Company, by notice to the 
Customer, may discontinue or suspend service without incurring any liability. 

 
E. Upon the Customer’s insolvency, assignment for the benefit of creditors, filing for 

bankruptcy or reorganization, or failing to discharge an involuntary petition within 
the time permitted by law, the Company may immediately discontinue or suspend 
service without incurring any liability. 
 

F. Upon any governmental prohibition or required alteration of the services to be 
provided or any violation of an applicable law or regulation, the Company may 
immediately discontinue service without incurring any liability. 

 
G. In the event of fraudulent use of the Company’s network, the Company may 

discontinue service without notice and/or seek legal recourse to recover all costs 
involved in enforcement of this provision. 

 
H. Upon the Company’s discontinuance of service to the Customer under Section 2.7.7, 

the Company, in addition to all other remedies that may be available to the Company 
at law or in equity or under any other provision of this tariff, may declare all future  
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2.7 Payment Arrangements (Cont’d) 
 
2.7.7 Discontinuance of Service (Cont’d) 
 

 monthly and other charges that would have been payable by the Customer during the 
remainder of the term for which such services would have otherwise been provided 
to the Customer to be immediately due and payable (discounted to present value at 
six percent). 

 
I. If, in the judgment of the Company, any use of the facilities or service by the 

Customer may adversely affect the Company’s personnel, plant, property or service.  
The Company shall have the right to take immediate action, including termination of 
the service and severing of the connection, without notice to the Customer when 
injury or damage to telephone personnel, plant, property or service is occurring, or is 
likely to occur. 

 
J. If it is determined that facilities have been abandoned, the Company may terminate 

the service. 
 

K. In the event that service is connected for a Customer who is indebted to the 
Company for service or facilities previously furnished, that service may be 
terminated by the Company unless the Customer satisfies the indebtedness within 5 
days after written notification. 

 
L. In the event of unauthorized use, where the Customer fails to take reasonable steps to 

prevent the unauthorized or fraudulent use of the facilities of service received from 
the Company, the Company may terminate the service.  Prohibited, unlawful or 
improper use of the facilities or service includes, but is not limited to: 

 
a) The use of facilities or service of the Company without payment of tariff 

charges; 
 

b) Calling or permitting others to call another person or persons so frequently or at 
such times of the day or in such a manner as to harass, frighten, abuse or torment 
such other person or persons; 

 
c) The use of profane or obscene language may at the company’s option result in 

disconnection of service or limit further communication with the individual to a 
written communication only basis; 
 

d) The use of the service in such a manner such that it interferes with the service of 
other customers or prevents them from making or receiving calls. 
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2.8 Allowances for Interruptions in Service 

 
2.8.1 General 

 
Interruptions in service that are not due to the negligence of, or noncompliance with the 
provisions of this tariff by the Customer, or the operation or malfunction of the facilities, 
power or equipment provided by the Customer, will be credited to the Customer as set 
forth in 2.6.1 for the part of the service that the interruption affects. 

 
2.8.2 Credit for Interruptions 
 

A. A credit allowance will be made when an interruption occurs because of a failure of 
any component furnished by the Company under this Tariff.  An interruption period 
begins when the Customer reports a service, facility or circuit to be interrupted and 
releases it for testing and repair.  An interruption period ends when the service, 
facility or circuit is operative.  If the Customer reports a service, facility or circuit to 
be inoperative but declines to release it for testing and repair, it is considered to be 
impaired, but not interrupted. 

 
B. For calculating credit allowances, every month is considered to have 30 days.  A 

credit allowance for fixed recurring fees only is applied on a pro rata basis against 
the rates specified hereunder and is dependent upon the length on the interruption.  
Only those facilities on the interrupted portion of the circuit will receive a credit. 

 
C. A credit allowance will be given for interruptions of 24 hours or greater. 

 
 2.8.3 Limitations on Allowances 
 

 No credit allowances will be made for: 
 
 A. Interruptions due to the negligence of, or noncompliance with the provisions of this 

tariff by, the Customer, authorized user, joint user, or other common carrier 
providing service connected to the service of the Company; 

 
 B. Interruptions due to the negligence of any person other than the Company, including 

but not limited to the Customer or other common carriers connected to the 
Company’s facilities; 

 
 C. Interruption due to the failure or malfunction of non-company equipment; 

 
 D. Interruptions of service during any period in which the Company is not given full 

and free access to its facilities and equipment for the purpose of investigating and 
correcting interruptions; 

 
 E. Any period which may otherwise have been an interruption of service, but during 

which the Customer continued to use the service on an impaired basis; 
 

F. Interruptions of service during any period when the customer has released service to 
the Company for maintenance purposes or for implementation of a Customer order 
for a change in service arrangements; and 
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2.8 Allowances for Interruptions in Service (Cont’d) 

 
2.8.3 Limitations on Allowances (Cont’d) 

 
 G. Interruption of service due to circumstances or causes beyond the control of 

Company. 
 
 H. Interruption of service due to the Company’s suspension or disconnection of service 

under the provisions of 2.7.7.  
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2.9 Cancellation of Service 
 

2.9.1 If a Customer cancels a Service Order or terminates services before the completion of the 
term for any reason whatsoever other than a service interruption (as defined in Section 
2.6.1 above), the Customer agrees to pay the Company termination liability charges, as 
defined below.  These charges shall become due and owing as of the effective date of the 
cancellation or termination and be payable within the period set forth in Section 2.7.2. 

 
2.9.2 The Customer’s termination liability for cancellation of service shall be equal to: 
 

 A. All unpaid Non-Recurring charges reasonably expended by the Company to establish 
service to the Customer; plus 

 
 B. Any disconnection, early cancellation or termination charges reasonably incurred 

and paid to third parties by the Company on behalf of the Customer; plus 
 

 C. All Recurring Charges specified in the applicable Service Order Tariff for the 
balance of the then current term discounted to present value at six percent; plus 

 
 D. If there is a contract for a term longer than the current billing period, all charges 

specified in the contract for the term of the contract; minus 
 

 E. Reasonable allowance for costs avoided by the Company as a direct result of the 
Customer’s cancellation. 
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2.10 Transfers and Assignments 
 

2.10.1 Neither the Company nor the Customer may assign or transfer its rights or duties in 
connection with the service and facilities provided by the Company without the written 
consent of the other party, except that the Company may assign its rights and duties: 

 
 A. To any subsidiary, parent company or affiliate of the Company; or  
 
 B. Pursuant to any sale or transfer of substantially all the assets of the Company; or  
 
 C. Pursuant to any financing, merger or reorganization of the Company. 
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2.11 Notices and Communications 
 

2.11.1 The Customer shall designate on the Service Order an address to which the Company 
shall mail or deliver all notices and other communications, except that the Customer may 
also designate a separate address to which the Company’s bills for service shall be 
mailed.  

 
2.11.2 The Company shall designate on the Service Order an address to which the Customer 

shall mail or deliver all notices and other communications, except that Company may 
designate a separate address on each bill for service to which the Customer shall mail 
payment of that bill. 

 
2.11.3 All notices or other communications required to be given pursuant to this tariff unless 

otherwise noted will be in writing.  Notices and other communications of either party, 
and all bills mailed by the Company, shall be presumed to have been delivered to the 
other party on the third business day following placement of the notice, communication 
or bill with the U.S. Mail or a private delivery service, prepaid and properly addressed, or 
when actually received or refused by the addressee, whichever occurs first. 

 
2.11.4 The Company or the Customer shall advise the other party of any changes to the 

addresses designated for notices, other communications or billing, by following the 
procedures for giving notice set forth herein. 
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2.12 Toll Service 

 
2.12.1 From all stations except those equipped with coin boxes – toll messages and charges are 

billed in arrears.  The Company may, in order to safeguard its interest, establish a toll 
limit.  If a Customer exceeds that limit, the Customer will receive a request to pay 
accrued tolls to avoid a toll block being placed on the line.  If a toll block is placed on the 
Customer’s line, it will be immediately removed upon receipt of payment for the toll 
charges.   
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2.13 Optional Features:   511 and 811 
 

2.13.1 Access to 511 and  811 informational services may be obtained by dialing 511 or 811.  
Subscriber will be billed $.50 for each such call.  The charge applies to each call 
regardless of whether the informational service is able to furnish the information 
requested.
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2.14 Trial Tariffs 

 
2.14.1  Optional non-basic exchange services may be offered periodically on a trial basis by the 

Company for technical and/or marketing purposes under the terms and conditions listed 
below.  These trials shall be for the purpose of evaluating, in an operating environment, 
the performance and pricing of the specific service in conjunction with other marketing 
and environmental factors that can influence customer demand. 

 
2.14.2  Marketing and/or technical trials shall be governed by the regulations set forth in this 

tariff. 
 
2.14.3  A marketing and/or technical trial shall not require a tariff filing.  However, an advice 

letter shall be provided to the Public Service Commission no later than fifteen (15) days 
before the start of the trial which will include the following information: 

 
  1. A description of the new service proposed to be offered. 
 2. The specific geographic area(s) or telephone exchange(s) in which the service will be  
           offered. 

3. The rates and charges for the service, including any applicable range of rates within 
which the rates may be increased or decreased. 

 4. All rules and regulations governing the offering of the trial service to customers.  
 
2.14.4 A trial service may be offered to a subscriber, a group of subscribers, or to all subscribers 

in the classification(s) of service and the specific area(s) for which the trial service is 
made available.  If the trial is to be limited to specific subscribers, the trial customer(s) 
shall be listed in the advice letter.  However, a trial service may be offered at different 
rates to different geographical locations for the purpose of determining the appropriate 
rate.  Rates for a trial service may also change for a specific location during the trial 
period to determine the appropriate rate(s). 

 
2.14.5 The applicable terms and conditions for the trial services shall be determined by the 

Company and provide for a test period of not less than one month or more than twelve 
months. 

 
2.14.6 The Company reserves the right to alter rates, within the specific range, with thirty (30) 

days notice to the Commission. 
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2.15 Compliance 
 

The Company and Customer shall (and Customer shall cause User to) comply with all 
Regulations. 

 
2.16 Force Majeure 

 
The Company is excused from any Performance Failure due to causes beyond its reasonable 
control, including but not limited to acts of God, fire floods, other catastrophes, insurrections, 
national emergencies, wars, strikes, work stoppages or other labor disputes, unavailability of 
rights-of-way, disconnection or unavailability (through no fault of the Company) of any Other 
Provider’s facilities or services, or any Regulation or other directive, action or request of any 
Governmental Authority. 

 
2.17 Full Force and Effect 

 
Should any provision or portion of this Tariff be held by a court or administrative agency of 
competent jurisdiction to be illegal, invalid, or unenforceable, the remaining provisions of this 
Tariff will remain in full force and effect. 

 
2.18 Cooperation 
 
 Customer shall cooperate with the Company to the extent necessary for the Company to discharge 

its obligations hereunder and as reasonably requested by the Company. 
 
2.19 Governing Law 
 

This Tariff is to be governed by and construed in accordance with the rules and orders of the 
Commission and the laws of the State of South Carolina. 
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SECTION 3 
 

SERVICE AREAS 
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SERVICE AREAS 
 
3.1 Local Service Areas 

 
3.1.1 Fonix concurs in the local calling areas, access areas, market service areas, districts, cell brands, 

etc. contained in the General Subscriber Service Tariff of Incumbent Local Exchange Carriers 
with whom Fonix has executed an InterConnection Agreement; provided however that Fonix 
hereby expressly reserves the right to revoke and make void this statement of concurrence at any 
time. 
 

3.1.2 Fonix has designated four Separate Rate Zones that apply to certain Services offered by the 
Company. 
 

  Rate Zones are defined as follows: 
 

  Zone 1 – All BellSouth local calling areas with more than 250,000 access lines 
   and PBX trunks 
 

   Zone 2 – All BellSouth local calling areas with 100,000 to 250,000 access lines 
 and PBX trunks. 

 
   Zone 3 – All BellSouth local calling areas with up to 100,000 access lines and                       
    PBX trunks.  
    
   Zone 4 – All other calling areas. 
 

3.1.3 In the absence of a designated Rate Zone for any listed rate, the listed rate shall apply only to 
BellSouth calling areas.  
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SECTION 4 
 

EXCHANGE ACCESS SERVICE 
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EXCHANGE ACCESS SERVICE 
 
 
4.1 General 
 

4.1.1 Exchange Access Service provides a Customer with a telephonic connection to and a unique 
telephone number address on the public switched telecommunications network.  Each Exchange 
Access Service enables users to: 

 
 A. place calls to and receive calls from any station in the local calling area, as defined herein, 
 
  B. access other services offered by the Company as set forth in this tariff, 
 
  C. access certain interstate and international calling services provided by the Company, 
 

 D. access (at no additional charge) the Company’s operators and business office for service 
related assistance, 

 
E. access (at no additional charge) emergency services by dialing 0 or 911, 

 
G. access services provided by other common carriers that purchase the Company’s Switched 

Access service as provided under the Company’s Federal and State tariffs, or that maintain 
other types of traffic exchange arrangements with the Company, 

 
 G. access telephone relay service. 

 
4.1.2 Each Exchange Access Service is available in “full” service basis, whereby service is delivered to 

a demarcation/connection block at the customer’s premises. 
 
4.1.3 The following Exchange Access Services are offered: 
 
 Residential Service 
 Business Service 
 Centrex Business Service 
 Trunk Service 
 Coin Line Service (COCOT) 
 Remote Exchange Service 
 Directory Service 
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4.2 Residential Service 
 

4.2.1. Residential Service provides the Customer with a single voice-grade telephone communications 
channel for residential use that can be used to place or receive one call at a time.  Residential 
Service lines are provided for connection of customer provided single line sets to the public 
telecommunications network.  Each Residential Service line is equipped with Touch Tone service.  

 
4.2.2 Each Residential Service Line may be equipped with any or all of the Calling Features listed in 

5.11. 
 

4.2.3 Customers may not use Residential service for business purposes, other than for incidental calls. 
 

4.2.4 Fonix offers Residential Service Packages that include: 
 

A. Basic Service:  Residential Service as defined in section 4.2.1. 
 
B. 2 Feature Service: Residential Service as defined in section 4.2.1, plus any two             

Calling Features listed in 5.1.1.  
 

C. Full Feature Service: Residential Services as defined in Section 4.2.1, plus any or all           
  Calling Features listed in 5.1.1. 

 
D. FonixPak 200:  Residential Services as defined in Section 4.2.1., plus Caller 

ID, Call Waiting Deluxe, Repeat Dialing, 3-way Calling and 
Call Return.   Plan also includes 200 domestic long distance 
minutes each month. 

 
E. FonixPak 200 Deluxe: Residential Services as defined in Section 4.2.1., plus any or 

all           
 of the Calling Features listed in 5.1.1.  Plan also includes 200 
domestic long distance minutes each month. 

 
F. Fonix America Unlimited: Residential Services as defined in Section 4.2.1. with 

unlimited local calling and up to 11 qualifying Calling 
Features listed in 5.1.1.  Also includes unlimited domestic long 
distance calling.   

 
H.        Fonix America Unlimited 
 with Voice Mail:   Residential Services as defined in Section 4.2.1. with 

unlimited local calling and up to 11 qualifying Calling 
Features listed in 5.1.1.  Also includes unlimited domestic long 
distance calling.   

 
H. Expanded Area:  Includes unlimited calling within an expanded local area as  
    Defined in Bell South’s Local Access Tariff, without toll or           
    long distance charges.      
 
I. Additional Basic Line: Additional line without features.                    
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4.2.5 Fonix offers prepaid Residential Service Packages that include: 
 

A. Basic: Residential Services as defined in Section 4.2.1, including Call                  
  Block. 
 
B. Select: Residential Service as defined in Section 4.2.1, including Call                    
  Block plus any two Calling Features listed in 5.1.1. 

  
C. Complete: Residential Service as defined in Section 4.2.1, including Call                     
  Block and plus any or all Calling Features listed in 5.1.1. 
 

4.2.6 Fonix’s Prepaid Residential Service prices listed in Section 8.1.1 are inclusive of all excise, access 
use, gross receipts or other charges or surcharges (however designated) (except state and local 
sales taxes) imposed by, any local, state or federal agency based upon the provision, sale or use of 
Network Services.
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4.3. Business Service 
 

4.3.1. Business Service provides the Customer with a single voice-grade telephone communications 
channel for business use that can be used to place or receive one call at a time.  Each business line 
is equipped with Touch Call Service. 

 
4.3.2 Each Business Service line may be equipped with any or all of the Calling features listed in 5.1.1 

 
 4.3.3 Fonix offers Business Service choices that include:                                                                 
 

A. Simple Business Plan:  Business Service as defined in Section 4.3.1 plus hunt-
rollover.    

 
B. Two Feature Plan: Business Service as defined in section 4.3.1, plus any two             

Calling Features listed in 5.1.1.   
             
C. Fonix Full Feature Plan: Business Service as defined in Section 4.3.1. plus any or all 

Calling Features listed in Section 5.1.1.  Also available in Two 
Feature Plan, Expanded area calling and Additional Lines.       
                     

D.        Fonix Unlimited with  
 Voice Mail: Business Service as defined in Section 4.3.1. with unlimited 

local calling and unlimited domestic long distance calling.  
Includes up to 11 qualifying calling features listed in Section 
5.1.1. 

                
E.   Expanded Area Calling:  includes unlimited calling in the 

Local Area, as defined in Bell South’s Local Access tariff, 
without toll or Long Distance Charges. 

 
F. Additional Lines:  Additional line(s) without features. 
    
 

4.3.4 Fonix offers Business Services with Minimum Service Periods, including month-to-month, 
one year and two years.             

 
4.3.5 Minimum service periods shall be renewed upon the MSP expiration date, at then prevailing      

 rates,  unless the  Customer cancels or changes services within thirty days following the                              
expiration/renewal date.
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4.4 Centrex Business Service  
 
4.4.1 Centrex Business lines provide the Customer with a single feature rich voice-grade 

telephone communications channel for business use that can be used to place or receive 
one call at a time.  Centrex does not require on premises switching equipment (key 
systems or PBX).  Switch software is partitioned to create a virtual private business 
network with all capabilities of a sophisticated on premises system.  Each Centrex 
business line is equipped with Touch Tone service, which may be deleted at the 
Customer’s option. 

 
Each line will also be equipped with rotary hunting service.  The rotary service may be 
either circular or straight hunting at the customer’s choice.  

 
4.4.2 Centrex Business Line provides the following features: 
 

 Abbreviated Dialing 
Assume Dial “9” 
Call Forwarding 
Call Forwarding Busy 
Call Forwarding Group Busy 
Call Forwarding No Answer 
Call Park  
Call Pickup 
Call Transfer 
Call Waiting 
Consultation Hold 
Last Number Redial   
Permanent Hold (PH)  
Ring Again   
Speed Call 8 
Station-to-Station (Dialing) 
Three-Way Calling 
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4.5 Trunking 
 

4.5.1 Basic Rate Integrated Services Digital Network (BRI) 
 

Intentionally Left Blank 
 

4.5.2. Primary Rate Integrated Services Digital Network (PRI) 
 

A. An Integrated Services Digital Network (ISDN) interface designed for high-volume 
data communications.  Primary Rate ISDN (PRI) consists of 23 “B” channels 
operating at 64 Kbps each and one 64 Kbps “D” Channel used for signaling.  The 
transmission capability of Primary Rate ISDN is nearly 1.5 Mbps. 

 
 

B. Each PRI offering includes the following: 
 

1. Access Line - A four-wire access loop furnished between the serving wire center 
and the customer’s premise. 

 
2. PRI Interface - Provides multiplexing to support up to 23 “B” Channels for 

transmission at 64 Kbps and one 64Kbps “D” Channel  for signaling.   
 

3. Interoffice Channel - The channel furnished between central offices.   
 

4. D Channel - A 64Kbps digital signaling only channel for call establishment and 
control, when used with Fonix’s Primary Rate ISDN service. 

 
5. B Channel – From 1 to 23 bi-directional synchronous channels capable of 

supporting 64Kbps of digital transmission.  This circuit will allow switched 
service for either voice or data traffic transmissions at up to 64Kbps per channel.  

 
C. Customer will incur a monthly recurring charge based upon the PRI package that 

they select.  The PRI packaged prices are based upon the number of  “B” channels 
that the customer selects and the dialing options. 

 
D. An installation charge shall be incurred for PRI service with a minimum service 

period of less than two year. 
 

E. Fonix’s business customers are responsible for providing one PRI Interface for each 
Fonix PRI Access line and compatible Customer Premise Equipment to interface 
with Fonix’s PRI service and its features.  Customers are responsible for all costs for 
coordination and/or integration of PRI service with customer’s premise equipment. 

 
F. Customers must provide a 10 digit billing number for each PRI group.   

 
G. All outbound local or long distance usage rates apply to the customer, and will be 

itemized on the customer’s monthly bill.   
 

H. Interoffice Channel rates are based on the airline distance between central offices. 
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4.5 Trunking (Cont’d) 
 
4.5.2 Primary Rate Integrated Services Digital Network (PRI) (Cont’d) 
 

I. Fonix’s customer may choose from Direct Inward Dialing (DID) option, or Direct 
Outward Dialing (DOD) option, for their PRI service. 

 
4.5.3 Channelized DS-1 (CDS-1) 
 

A. An Integrated Services Digital Network (ISDN) interface designed for high-volume 
data communications.  CDS-1 consists of  1 to 24 channels operating at 64 Kbps 
each.  The transmission capability of CDS-1 is nearly 1.5Mbps. 

 
B. Each CDS-1 offering includes the following: 
 

1.  Access Line – A four-wire access loop furnished between the serving wire center 
and the customer’s premise. 

 
2. CDS-1 Interface- Provides multiplexing to support up to 24 Channels at 64 Kbps. 
 
3. Interoffice Channel – The channel furnished between central offices. 
 
4. DS-1 Channels – From 1 to 24 bi-directional synchronous channels capable of 

supporting 64-Kbps of digital transmission.  This circuit will allow switched 
service for either voice or data traffic transmissions at up to 64Kbps per channel. 

 
C. Customer will incur a monthly recurring charge based upon the number of channels 

that the customer selects and the dialing options. 
 
D. An installation charge shall be incurred for PRI service with a minimum service 

period of less than two years. 
 
E. Fonix’s business customers are responsible for providing one interface for each 

Fonix Access line and compatible Customer Premise Equipment to interface with 
Fonix’s CDS-1 service and its features.  Customers are responsible for all costs for 
coordination and/or integration of CDS-1 service with customer’s premise 
equipment. 

 
F. Customers must provide a 10 digit billing number for each CDS-1 group. 
 
G. All outbound local or long distance usage rates apply to the customer, and will be 

itemized on the customer’s monthly bill. 
 
H. Interoffice Channel rates are based on the airline distance between central offices. 
 
I. Fonix’s customer may choose from Direct Inward Dialing (DID) option, or Direct 

Outward Dialing (DOD) option, for their PRI service. 
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4.5 Trunking (Cont’d) 
 

4.5.4 Integrated DS-1 (IDS-1) 
 

A. An unchannelized DS-1 interface designed for high-volume data communications 
providing 1.544 Mbps of integrated local and long distance voice, data and internet 
communications. 

 
B. Each IDS-1 offering includes the following: 

 
1.  Access Line – A four-wire access loop furnished between the serving wire center 

and the customer’s premise. 
 
2. IDS-1 Interface- Provides access for voice and internet connectivity. 
 
3. Interoffice Channel – The channel furnished between central offices. 
 
4.Voice Ports – From 1 to 48 voice channels with features and extended area calling. 
 
5.Dedicated Long Distance Voice Access  - via Fonix’s network. 
 
6.Dedicated Internet Access - via Fonix’s network. 

. 
C. Customer will incur a monthly recurring charge based upon the number of voice 

ports and dialing options selected.. 
 
D. An installation charge shall be incurred for IDS-1 service with a minimum service 

period of less than two years. 
 
E. Fonix’s business customers are responsible for providing one interface for each 

Fonix voice port and compatible Customer Premise Equipment to interface with 
Fonix’s IDS-1 service and its features.  Customers are responsible for all 
coordination and/or installation of IDS-1 service with customer’s premise 
equipment. 

 
F. Customers must provide a 10 digit billing number for each IDS-1 group. 
 
G. All outbound local or long distance usage rates apply to the customer, and will be 

itemized on the customer’s monthly bill. 
 
H. Interoffice Channel rates are based on the airline distance between central offices. 
 
I. Fonix’s Customer may choose from Direct Inward Dialing (DID) option, or Direct  
        Outward Dialing (DOD) option, for their PRI service. 
 
J. Fonix’s Integrated DS-1service is a bundled service offering that does not provide 

equal access to other carrier’s long distance networks.  Customers desiring access to 
another carrier’s long distance network may be supported with additional local loops 
provided to the customer for that purpose at tariff rates contained herein. 
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4.5.5 Direct Inward Dialing (DID) to PBX System 
 

A. DID is a central office based service that permits incoming calls to reach customer 
provided Private Branch Exchanges (PBX) equipment without the assistance of an 
attendant or otherwise provides for unique identification of the call based on digits 
sent to the customer premises equipment by the central office.  The central office 
will outpulse digits to the customer premises equipment which can further process 
the calls as desired. 

 
B. DID service is provided subject to the availability of facilities and may only be 

furnished from properly equipped central offices. 
 

 4.5.5 Direct Inward Dialing (DID) to PBX System (Cont’d)  
 
C. Additional DID numbers can be reserved for future use 
 
D. The Company does not guarantee to provide reserved numbers in a consecutive 

order. 
  
E. The Company will be responsible for interception and administration of these 

numbers. 
 
F. The Customer shall be responsible for providing interception of calls to assigned, but 

unused, DID numbers by means of attendant intercept or recorded announcement 
service.  

 
G. Outgoing calls may not be placed over PBX trunks arranged for DID service. 
 
H. The Company shall not be responsible to the Customer if necessary changes in 

protection criteria or in any of the facilities, operations, or procedures of the 
Company render any facilities provided by a Customer obsolete or make 
modification of Customer’s equipment necessary. 

 
4.5.6 Direct Outward Dialing (DOD) 

 
A. Provides recognition, by the exchange telephone network, of the capability in a PBX 

for direct outward dialing to an outside station without attendant assistance, usually 
set up with a dial “9”. 
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4.6 Customer Owned Coin Operated Telephone (COCOT) Service 
 

 
4.6.1 The Company provides access lines (“COCOT Lines”) for connection of Aggregator-

provided Pay Telephone equipment to the public switched network.  COCOT Lines 
provide the Aggregator with a single, analog, voice-grade telephonic communications 
channel equipment for touchtone signaling, which can be used to place or receive one call 
at a time.  COCOT Lines are provided on a single party (individual) basis only.  No 
multi-party lines are provided. 

 
4.6.2 Recurring charges for COCOT Lines are billed monthly in advance.  Usage charges, if 

applicable are billed in arrears.  Usage charges may apply for calls placed from the CPPT 
Line subscribed to by the Aggregator.  No usage charges will apply to calls received by 
the Customer.  Non-recurring charges for installation or rearrangement of service are 
billed on the next month’s bill immediately following work performed by the Company. 

 
4.6.3 COCOT Lines will be provided only to Aggregators certificated by the South Carolina 

Public Service Commission.   Proof of certification is required prior to installation of 
service.  Service will be disconnected should the Company determine that the Aggregator 
is no longer certified or has had certification revoked for any reason. 

 
4.6.4 The Aggregator is responsible for all local and long distance usage charges billed to the 

COCOT Line.  These charges include, but are not limited to, any operator charges for 
calls billed to the line on a collect or third party basis in the event that the Aggregator 
does not subscribe to blocking and screening features offered in this tariff. 

 
4.6.5 Unless otherwise permitted by Commission rule or order, only one pay telephone 

instrument may be connected to each COCOT Line. 
 
4.6.6 Unless otherwise permitted by Commission rule or order, 0-local operator assisted calls 

must be routed to the Company’s operators. 
 
4.6.7 Aggregators subscribing to the Company’s COCOT Lines are responsible for compliance 

with any Commission’s Regulations for Operator and Pay Telephone Services  and any 
other rules or regulations the Commission may require. 

 
4.6.8 Service is provided at Business Flat Rate Local Exchange Service rates and charges as 

specified in Section 8.2.1 or 8.2.2 of this tariff.  Each Access Line is provided with Touch 
Tone signaling at no additional charge.  Calls placed to Directory assistance from 
COCOT Lines will be billed to the Customer at rates and charges found in Section 8.2.1 
of the tariff. 

 
4.6.9 The following optional features are provided with Access Lines for Customer Provided 

Pay Telephones: 
 

A. Unrestricted Service: No blocking or screening provided. 
 
B. Screening Option A:  With this option, an Access Line is equipped with operator 
screening.  In addition, calls to 011+ international direct distance dialed numbers outside 
the North American Numbering Plan are blocked. 
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4.6 Customer Owned Coin Operated Telephone (COCOT) Service (Cont’d) 
 

4.6.9 (Cont’d) 
 
C. Screening Option B:  With this option, an Access Line is equipped with operator 

screening, blocking of calls to 011+ international direct distance dialed numbers 
outside the North American Numbering Plan are blocked, and blocking of calls to 
1+900, seven digit local, 1+ Expanded Local Calling Area, 1+ DDD and 976 calls. 

 
E. Screening Option C:  With this option, an access Line is equipped with operator 

screening, blocking of calls to 011+ international direct distance dialed numbers 
outside the North American Numbering Plan are blocked, and blocking of calls to 
1+900, 1+ expanded Local Calling Area, and 976 calls. 
 

F. Each COCOT Line may be equipped with Central Office Disconnect for an 
additional charge. 

 
F. Each COCOT line is also equipped with the following customized blocks at no 

charge: 
 

Third Party Billing 
Collect Call Block 
900/976 Block 
Directory Assistance (411) Block 
Call Completion Block 
International Block 
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4.7 Remote Exchange 
 

4.7.1 Remote Exchange is an inbound-only local access service furnished in an exchange area 
other than the one in which the subscriber’s primary phone service is provided. 

 
4.7.2 Subscribers to the service are provided with a local access number that is not associated 

with any physical local loop facilities. 
 
4.7.3 Calls received on the assigned Remote Exchange number are automatically routed to a 

number designated by the subscriber. 
 
4.7.4 Remote Exchange includes 200 minutes per month of domestic long distance minutes, 

measured in six-second increments. 
 
4.7.5 Minutes in excess of that allotted shall be billed to the subscriber at Fonix’s standard 1+ 

long distance business rates. 
 
4.7.6 Minutes that are not used by the subscriber in any one-month period shall automatically 

expire. 
 
4.7.7 The Minimum MSP for Remote Exchange is one year. 
 
4.7.8 All long distance services furnished are subject to the terms and conditions applying to 

intrastate telecommunication services between two points within the state of South 
Carolina, as found elsewhere in this Tariff, and to Interstate telecommunication services 
as found in Fonix’s Interstate Telecommunications tariff on file in Fonix’s office in 
compliance with FCC regulations. 
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4.8 DirectTel Service 
 

4.8.1 DirectTel is local access service that provides a voice bridge between the public Internet 
and public telephone service network’s worldwide.  Subscribers to the service are 
provided with a minimum of two local access ports and two local access numbers with no 
physical loop facilities. 

 
4.8.2 Calls originated by the subscriber remotely via the Internet are bridged to the public 

telephone network through assigned ports on Fonix’s local access switch facilities where 
calls are subsequently routed for local or long distance termination. 

 
4.8.3 DirectTel services are provided to subscribers on a prepaid basis only. 
 
4.8.4 Fees for DirectTel service, listed elsewhere in this Tariff are inclusive of all taxes and 

regulatory fees. 
 
4.8.5 All DirectTel local and long distance services furnished over public service telephone 

networks are subject to the terms and conditions applying to intrastate telecommunication 
services between two points within the state of South Carolina, as found elsewhere in this 
tariff, and to interstate and or international telecommunication services as found in 
Fonix’s Interstate and International Telecommunication tariffs on file with the FCC or in 
Fonix’s corporate office, in compliance with FCC regulations. 
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4.9 Timing of Calls 
 

The Customer’s monthly charges for Services provided hereunder are based upon one or more of 
the following: (i) the total time the User actually uses the Services (rounded to the increments set 
forth in herein), (ii) certain recurring charges as set forth herein, or (iii) in the case of private Line 
Service, the airline mileage between the originating and the terminating rate centers of each call as 
calculated using the V and H coordinates set forth in AT&T’s FCC Tariff No. 10 on file with the 
FCC, and incorporated herein by reference.  The method of calculation of the airline mileage 
between rate centers is calculated according to the following formula. 
 
    ____________________ 
    √(V1 – V2)2  + (H1 – H2)2 

    ________________________________ 

                                 10 
Where V1 and H1 are the V and H coordinates of point 1, and V2 and H2 are the V and H 
coordinates of point 2.  The mileage is rounded up to an integer value to determine the airline 
mileage. 
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SECTION 5 

 
EXCHANGE ACCESS OPTIONAL FEATURES 

 



 Local Exchange Services  
Fonix Telecom, Inc. South Carolina Public Service Commission Tariff No. 1 
 Original Page 71 
 

Issued:    June 24, 2005    Effective:  
 By:  Michael Britt 

V.P. of Regulatory & Channel Development 
Fonix Telecom, Inc. 

9350 South 150 East, Suite 700 
Sandy, UT 84070 

 

 

EXCHANGE ACCESS OPTIONAL FEATURES 
 
 
 
5.1 Calling Features 
 

5.1.1 The following Calling Features are available to subscribers of  Residential and or Business Service 
on an “a la carte” basis or in combination with Service Packages as outlined in 5.2.3, 5.3.3, and 
5.3.5. 

   
 Anonymous Call Rejection 
 Call Blocking 

Call Forwarding * 
Call Forwarding Busy Line * 
Call Forwarding Preferred * 
Call Forwarding Don’t Answer * 
Call Return 
Call Selector 
Call Tracing 
Call Waiting Deluxe 
Caller ID Deluxe 
Distinctive Ring  
Repeat Dialing 
Speed Calling 30 
Three-Way Calling 
 
*  Not available with the Fonix Unlimited or Fonix Unlimited with Voice Mail plans. 

        
5.1.2 Feature Installation and Disconnection Charges 
 
A. An installation charge is applicable to each occasion that a Custom Calling Feature is ordered.  

When any combination of one or more features are ordered at the same time, only one installation 
charge applies. 
 

B. A disconnection charge is applicable to each occasion that a custom calling feature is discontinued 
or cancelled when the cancelled feature is not replaced by a different feature. 
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5.2 Directory Listings 
 

5.2.1 For each Customer of Company-provided Exchange Access Service(s), the Company 
shall arrange for the listing of the Customer’s name, street address and main billing 
telephone number in the directory(ies) published by the dominant Local Exchange Carrier 
in the area at no  additional charge.  At a Customer’s option, the Company will arrange 
for non-published, non-listed or  additional listings at monthly recurring rates listed 
herein. 

 
5.2.2 The Company may limit the length of any listing in the directory by the use of 

abbreviations when, in its sole discretion, the clarity of the listing or the identification of 
the Customer is not impaired thereby. 

 
5.2.3 The Company may, in its sole discretion, refuse a listing (i) that does not constitute 

Customer’s legally authorized or adopted name, (ii) that contains obscenities in the name, 
(iii) that is likely to mislead or deceive calling persons as to the identity of the listed 
party, (iv) that is a contrived name used for advertising purposes or used to secure a 
preferential position in the directory, or (v) that is more elaborate than reasonably 
necessary to identify the listed party.  The Company will notify Customer prior to 
withdrawing any listing which is found to be in violation of this subpart. 

 
5.2.4 In order for listings to appear in a directory, a Customer must furnish the listing to the 

Company in time to meet the directory publishing schedule. 
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5.3 Local Number Portability 
 

Fonix shall where technically feasible, provide Residential and Business Customers to whom the 
Company has furnished a Local Exchange Service telephone number, and who are in compliance 
with Section 2.7 and 2.9, an option to “port” such number to a new provider of such service.  
Monthly recurring rates for local number portability will be those rates authorized by the FCC, 
which shall be in effect at any given time. 
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5.4 Toll Restriction Service 
 

Toll Restriction Service enables a customer, by means of Operator identification and/or screening 
to: 
 
A. Restrict outgoing toll calls from station users to only those calls that are charged to the called 

telephone, a third number, or a calling card account and is available where facilities permit. 
 
B. Prevent incoming collect and third number billed calls from being billed to the customer.  

Operator screening of incoming collect and third number billed calls is limited to operator 
service providers that access a validation database and therefore, cannot be guaranteed. 
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5.5 Vanity Number Service 
 

Vanity Number Service is an optional feature by which a new Customer may request a specific or 
unique telephone number and fax number for use with Company provided Exchange Access 
Service.  This service provides for assignment of a customer requested telephone number other 
than the next available number from the assigned control list. 
 
Vanity Number Service is furnished subject to the availability of facilities and the requirements of 
Exchange Access Service as defined by the Company.  The Company reserves all rights to the 
Vanity Numbers assigned to customers and may, therefore, change them if required. 
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SECTION 6 
 

MISCELLANEOUS SERVICES 
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MISCELLANEOUS SERVICES 
 
 

6.1 Operator Services 
 
6.1.1 Directory Assistance 
 

Local Directory Assistance provides the calling party the telephone number of the 
requested party, if available, in the local calling area that is retained in the Directory 
Assistance Database of the Operator Services provider the Company is using and may be 
accessed by dialing 411.  National Directory Assistance provides the calling party 
telephone numbers of individuals or businesses who are located outside the calling 
party’s local Directory Assistance area and may be accessed by dialing 1+(area code) 
555-1212 or 411 where available. 
 
Customers may obtain assistance in determining telephone numbers by calling a 
Directory Assistance operator subject to the charges shown herein. 
 
Directory Assistance charges apply for all requests for which the Directory Assistance 
facilities are used.  Requests for information other than telephone numbers will be 
charged the same rate shown for the applicable request for telephone numbers. 
 
A Directory Assistance call charged to a calling card or commercial calling card will be 
billed the appropriate operator charge, as specified in this tariff, plus the charge for 
Directory Assistance.  A Directory Assistance Call Completion charge will apply when a 
customer calls Directory Assistance and the number requested is completed by the 
Operator. 
 
Non-published telephone numbers are not available from Directory Assistance Service.  
 
A credit will be given for calls to Directory Assistance when: 
 
1. the Customer experiences poor transmission or is cut off during the call. 
 
2. the Customer is given an incorrect telephone, or the Customer inadvertently 

misdials an incorrect Directory Assistance NPA. 
 
To receive a credit, the Customer must notify the Directory Assistance operator or the 
Company’s Customer Service Department of the problem experienced. 

 
6.1.2 Directory Assistance Exemption 
 

A Customer’s service may be exempt from Directory Assistance charges if it is provided 
for the use of an individual who is unable to use a telephone directory due to visual or 
other physical limitations.  Disabled persons may self-certify as to their physical inability 
to use telephone directories by providing to the Company a completed exemption form 
certifying the applicant’s impairment.  The exemption form can be obtained by 
contacting any Company business office at (866) 486-4733. 
 
Residential service will be exempted when any member of a household has certified in 
the manner above, that he or she cannot use the directory. 
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6.1 Operator Services 
 

6.1.2 Directory Assistance Exemption (Cont’d) 
 
A single line business service will be exempted when it is provided to a small business 
where the proprietor and all regular employees have certified in the manner described 
above, that they cannot use a directory.  Upon receiving a specific request, the Company 
may extend this exemption to a business customer who employs a disabled individual  
who needs access to Directory Assistance to perform his or her job.  Each month, the 
business customer will submit to the Company a letter stating the number of directory 
assistance calls made by the disabled individual.  The Company, upon receipt of the 
letter, will credit the business customer’s account for the number of directory assistance 
calls made by the disabled individual.  
 
An individual, who has certified in the manner described above, may make a Directory 
Assistance call from any telephone and charge such calls to his or her exempt telephone 
number or credit card.  No charge will apply to this type of call. 
 
The Directory Assistance exemption is intended for the Customer’s personal use only and 
is not to be used on behalf of any other individual or business or for any other improper 
purpose.  If the Company determines that the exemption is being used for any improper 
purpose, the Company may revoke the exemption and impose the appropriate charges for 
previously and improperly made calls. 
 
A Customer qualifying for exemption from Directory Assistance charge is also exempt 
from Directory Assistance Call Completion. 
 

6.1.3 Operator Handled Calling Service  
 

The Company provides access to Operator Handled Calling Services through the 
incumbent LEC for Customers and Users of the Company’s Local and IntraLATA Toll 
calling services and to users accessing pre-subscribed public payphones or customer-
provided stations for operator assisted calls.  In addition to charges which would 
otherwise apply pursuant to the other Sections of this tariff, each operator handled call 
may be assessed a surcharge(s) as set forth within. 
 
General Assistance:  Customers may request general information from the operator, such 
as dialing instructions, country or city codes, area code information and customer service 
telephone number, without requesting the operator to complete the call. 
 
Person-to-Person:  Calls completed with the assistance of a company operator to a 
particular person, station, department, or PBX extension specified by the calling party.  
Charges may be billed to the Customer’s commercial credit card or User’s calling card. 

 
Station-to-Station:  Refers to calls other than person-to-person calls billed to either the 
end user’s commercial credit card or to a calling card.  Calls may be completed with or 
without the assistance of a Company operator. 
 

 Operator Dialed Surcharge:  The end user places the call without dialing the designated 
number, although the capability to do it himself exists.  The end user will dial “0” for 
local calls and long distance calls and then requests the operator to dial the called station. 
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6.1 Operator Services (Cont’d) 
 
 6.1.3 Operator Handled Calling Service (Cont’d) 

 
Billed to Calling Card:  Refers to calls that are dialed by the Customer or User in 
accordance with standard dialing instructions and billed to a calling card. 

 
Busy Line Verification:  Upon request of a calling party, the operator will determine if 
the line is clear or in use and report to the calling party. 
 
Emergency Interrupt Service:  Upon request of a calling party the operator will interrupt 
the call on the called line only if the calling party indicates an emergency.  For calls that 
are interrupted, both the Busy Line Verification and the Interrupt charges will apply. 
 
Busy Line Verification and Emergency Interrupt charges will apply when: 
 
 1. the operator verifies that the line is busy; 
 2. the operator verifies that the line is available for incoming calls; 
 3. the operator verifies that the called number is busy with a call in progress and 

the Customer requests interruption. 
 
No charge will apply when: 
 

1. the calling party advises that the call is to or from an official public emergency 
agency; 

2.  under conditions other than those specified within, preceding. 
 
Busy Line Verification and Emergency Interrupt Service are furnished where and to the 
extent that facilities permit.  The Customer shall indemnify and save the Company 
harmless against all claims that may arise from either party to the interrupted call or any 
person. 
 
In addition to charges which would otherwise apply pursuant to other Sections of this 
tariff, each operator handled call will be assessed a charge as listed herein. 



 Local Exchange Services  
Fonix Telecom, Inc. South Carolina Public Service Commission Tariff No. 1 
 Original Page 80 
 

Issued:    June 24, 2005    Effective:  
 By:  Michael Britt 

V.P. of Regulatory & Channel Development 
Fonix Telecom, Inc. 

9350 South 150 East, Suite 700 
Sandy, UT 84070 

 

 

6.2 Carrier Presubscription 
 

6.2.1 Carrier Presubscription is a procedure whereby a Customer designates to the Company 
the carrier which the Customer wishes to be the carrier of choice for IntraLATA and 
InterLATA toll calls.  Such calls are automatically directed to the designated carrier, 
without the need to use carrier access codes or additional dialing to direct the call to the 
designated carrier.  Presubscription does not prevent a Customer who has presubscribed 
to an IntraLATA or InterLATA toll carrier from using carrier access codes or additional 
dialing to direct calls to an alternative long distance carrier on a per call basis.  

 
 6.2.2 Customers of record will retain their primary interexchange carrier(s) until they request 

that their dialing arrangements be changed. 
 

6.2.3 Customers of record or new customers may select the same carrier or separate carriers for 
IntraLATA and InterLATA long distance.  The following options for long distance 
Presubscription are available: 

 
A. Option I: Customer may select the Company as the presubscribed carrier for 

IntraLATA and InterLATA toll calls. 
 
B.  Option II: Customer may select the Company as the presubscribed carrier for 

IntraLATA calls and some other carrier as the presubscribed carrier for 
InterLATA toll calls. 

 
C. Option III: Customer may select a carrier other than the Company for IntraLATA 

toll calls and the Company for InterLATA toll calls. 
 
D. Option IV: Customer may select the carrier other than the Company for both 

IntraLATA and InterLATA toll calls. 
 
E. Option V: Customer may select two differenct carriers, neither being the 

Company for IntraLATA and InterLATA toll calls.  One carrier to be 
the Customer’s primary IntraLATA interexchange carrier.  The other 
carrier to be the Customer’s primary InterLATA interexchange carrier. 

 
F. OptionVI: Customer may select a carrier other than the Company for no 

presubscribed carrier for IntraLATA toll calls which will require the 
Customer to dial a carrier access code to route all IntraLATA toll calls 
to the carrier of choice for each call. 

 
6.2.4 Customers may change their selected option and/or presubscribed toll carrier at any time 

subject to charges specified herein. 
 

6.2.5 A new Customer will be asked to select IntraLATA and InterLATA toll carriers at the 
time the Customer places an order to establish local exchange service with the Company.  
The Company will process the Customer’s order for service.  All new Customer initial 
requests for IntraLATA toll service presubscription shall be provided free of charge. 

 
If a new Customer is unable to make selection at the time the new Customer places an 
order to establish local exchange service, the Company will read a random listing of all 
available IntraLATA and InterLATA carriers to aid the Customer in selection.  If 
selection is still not possible, the Company will inform the Customer that he/she will be  
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6.2 Carrier Presubscription 
 
 6.2.5 (Cont’d) 

 
given 90 calendar days in which to inform the Company of his/her choice for primary toll 
carrier(s) free of charge.  Until the Customer informs the Company of his/her choice of 
primary toll carrier, the Customer will not have access to long distance services on a 
presubscribed basis, but rather will be required to dial a carrier access code to route all 
toll calls to the carrier(s) of choice.  Customers who inform the Company of a choice for 
toll carrier presubscription within the 90 day period will not be assessed a service charge 
for the initial Customer request. 

 
6.2.6 Customers of record may initiate a IntraLATA or InterLATA presubscription change at 

any time, subject to the charges specified herein.  If a Customer of record inquires of the 
Company of the carriers available for toll presubscription, the Company will read a 
random listing of all available IntraLATA carriers to aid the Customer in selection. 

 
6.2.7 After a Customer’s initial selection for a presubscribed toll carrier and as detailed in 

paragraph 6.2.4 above, for any change thereafter, a Record Change Charge, as set forth in 
Section 8 will apply.  Customers who request a change in IntraLATA and InterLATA 
carriers with the same order will be assessed a single charge per line.  
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6.3 Service Implementation 
 

Absent a promotional offering, service order charges will apply to orders to implement, change, or 
relocate service unless a different non-recurring charge is specified elsewhere in this tariff. 
 
Only one service order charge will apply for any given service order. 
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6.4 Restoration of Service 
 

A restoration charge applies to the re-establishment of service and facilities suspended because of 
nonpayment of bills and is payable at the time that the re-establishment of the services and 
facilities suspended is arranged for.   
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6.5 Inside Wire Maintenance Plan 
 

6.5.1 At an additional monthly charge, Customers may add the Inside Wire maintenance Plan 
to their service.  This plan provides for maintenance and repair of the wiring and jacks at 
the Customer’s premises. 

 
6.5.2 Fonix will locate the source of the telephone service problems in the wiring and jacks at 

the premises and repair basic inside telephone wire and modular jacks.  Fonix does not 
repair defective phone cords, phones, or equipment attached to the network through these 
interfaces and these devices are not included under this plan. 

 
6.5.3 This Plan does not cover (1) problems caused by willful damage to inside wire or jacks; 

(2) damage caused by Acts of god (such as fire, windstorm, flood, hurricane, lightning or 
other similar acts); (3) service problems in your inside wire or jacks that were obvious at 
the time you subscribed to the Plan; and (4) inside wire or jacks that do not meet industry 
standards for telecommunication. 

 
6.5.4 This Plan is provided on a month-to-month basis and can be cancelled by giving oral or 

written notice.  The minimum service commitment for this plan is one (1) month. 
 

6.5.5 Key telephone systems, Private Branch Exchanges (PBX), or other non-basic telephone 
systems, are not eligible for this Plan. 

 
6.5.6 Fonix shall not be liable for damages, including any indirect, incidental or consequential 

damages, that arise from:  (1) any defects in materials used to maintain inside wire or 
jacks; or (2) defects in workmanship provided under the plan.  There are no express or 
implied warranties, warranties of merchantability, or warranties of fitness for a specific 
purpose with this plan.  Fonix’s liability for defective materials or workmanship is 
limited to repair or replacement of the defective material and/or a corrective service visit. 
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6.6 Maintenance Visit Charges 
 

6.6.1 Maintenance visit charges are applicable to customers who do not elect to pay a monthly 
inside wire maintenance charge. 

 
6.6.2 The Maintenance Visit Charge applies for time spent on a Customer’s premises by a 

Company employee or its Agent during which it is determined that a service difficulty or 
trouble reported results from Customer-provided terminal equipment and/or 
communications systems to the telecommunications network. 

 
6.6.3 The Maintenance Visit Charge will be waived if trouble if found to be in the Company’s 

equipment (e.g., on the Company’s side of the demarcation point). 
 
6.6.4 The time period for which the Maintenance Visit Charge is applied will commence when 

Company personnel arrive at the Customer premises and end when work is completed.  
The rates for Maintenance of Service vary by time per Customer request, as further 
described in this Section. 

 
6.6.5 Residential Maintenance Visit Charges applies to Residential Customers, as defined in 

this tariff.   
 
6.6.6 Business Maintenance Visit Charges apply to all other requests for service.  

 
6.6.7 The minimum charge for a Maintenance Visit Charge is one hour. 
 
6.6.8 For purposes of this Section, Basic Time refers to the period when services are performed 

by the Company on business days during regularly scheduled work hours.  Overtime 
refers to the period when services are performed by the Company on Business days, but 
outside of regularly scheduled work hours.  Premium Time refers to the period when 
services are performed by the Company on non-business days, such as weekends and 
Company holidays.  

 
6.6.9 The following charges may be applied: 
 

A. Premises Visit Charge – Applies to each trip to the customer’s premise for work 
performed or trouble identified on the customer’s side of the demarcation point.  The 
charges also apply when no trouble is found.  The Premises Visit Charge is waived if 
trouble is found to be in the Company’s equipment (e.g. on the Company’s side of 
the demarcation point). 

 
B. Premises Labor Charge – Applies to connect or modify lines or equipment at the 

customer’s location or to correct a trouble condition to the Customer’s side of the 
demarcation point.  Charges are based upon the time spent at the customer’s 
premises.  Premise Labor Charges apply during regularly scheduled work hours (8 
a.m. to 5 p.m., Monday through Friday). 

 
C. Missed Appointment Charge – Applies to each Customer’s request for a premises 

visit when the customer or an adult consenting to the work to being done is not 
available to allow access for the technician. 
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6.7 Telecommunications Devices for the Deaf (TDD) – South Carolina Relay Center (Dual Party 

Relay Service) 
 
6.7.1 The South Carolina Relay Center permits hearing and speech impaired users of 

Telecommunications Devices for the Deaf (TDD) to communicate with users of ordinary 
telephones.  Communications take place by relaying conversations (Voice to TDD and 
TDD to voice).  These calls are between one party who must communicate by means of a 
TDD and another who communicates by means of an ordinary telephone.  Messages are 
rated from the rate center of the calling party to the rate center of the called party. 

 
6.7.2 Rates are reduced for certain calls for Customers who meet the following requirements: 
 

A. The Customer has certified to the Company as having a hearing or speech 
impairment that prevents telephone voice communication. 

 
B. The Customer uses a telecommunications device for the deaf (TDD) or other non-

voice equipment for telecommunications. 
 

C. The Customer makes written application to the Company for the reduced TDD rates. 
 

D. The Customer designates to the Company one and only one telephone number 
associated with that Customer’s service and telecommunications device.  Reduced 
rates apply only to calls originated from this telephone number. 

 
E. The reduced rates specified in 8.8.2 following apply to all Dial Station-to-Station 

calls originated from the designated telephone number 
 

F.. The Customer uses the South Carolina Relay Center which permits hearing and 
speech impaired customers to use a Telecommunications Device for the Deaf (TDD) 
to exchange telephone messages with voice customers.  

 
6.7.3 Rates for certain TDD calls are reduced for an agency or business that assists hearing or 

speech impaired persons under the following conditions: 
 
A. The agency or business provides non-voice telecommunications equipment (TDD) 

solely for the use of hearing or speech impaired persons or persons who 
communicate with hearing or speech impaired persons. 

 
B. The agency or business makes written applications to the Company for the reduced 

TDD rates. 
 

C. The reduced rates are given as a credit on a subsequent bill. 
 

D. The reduced rates specified in 8.8.2 following apply for all Dial Station-to-Station 
calls placed between TDDs. 
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6.7 Telecommunications Devices for the Deaf (TDD) – South Carolina Relay Center (Dual Party 
Relay Service (Cont’d) 
 
6.7.4 Rates for certain TDD calls are reduced for individuals equipped with TDDs for 

communicating with hearing or speech impaired persons under the following conditions: 
 

A. The Customer uses a TDD or other non-voice equipment for communications with 
other TDDs or non-voice equipment. 

 
B. The Customer makes written application to the Company for reduced TDD rates. 

 
C. The reduced rates are given as a credit on a subsequent bill. 

 
D. The reduced rates specified herein apply for all Dial Station-to Station calls placed 

between TDDs. 
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6.8 911 Emergency Service (“911 Service”) 
 

6.8.1 911 Service permits Customers to reach appropriate emergency services including police, 
fire and medical services. 

 
 6.8.2 The Company undertakes no responsibility to inspect or to monitor 911 Service facilities 

to discover errors, defects, or malfunctions in 911 Service. 
 

6.8.3 Upon the Company’s transmittal of a Customer’s 911 Service record, including the 
Customer’s name, address and telephone number, to the appropriate Public Safety 
Agency, such agency is solely responsible for the accuracy of the Customer’s street 
name, address, telephone number, appropriate police, fire, ambulance or other agencies’ 
jurisdiction over such address, as well as any and all changes as they occur in the 
establishment of new streets, the closing or abandonment of existing streets, the 
modification of municipal or county boundaries, the incorporation of new cities or any 
other similar matter that may affect the routing of  911 Service calls to the proper Public 
Safety Answering Point. 

 
6.8.4 By dialing 911, the 911 Service calling party waives all privacy rights afforded by non-

listed and non-published Service to the extent that the Customer’s telephone number, 
name, and address associated with the originating station location are furnished to the 
Public Safety Answering Point. 
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6.9 Government or Regulatory Agency Imposed Fees, Charges and Assessments 
 

The rates for the services contained in Section 8.1 and 8.2 are exclusive of government or 
regulatory imposed fees, charges and assessments including, but not limited to subscriber line 
charges, network access, TRS, PICC, Federal and State (where applicable), Universal Service 
Fund Assessment, E-911, compliance with Americans with Disability Act and LNP charge.  All of 
the charges listed herein as well as any other mandated fees, charges and assessments will be listed 
as separate line items on end-users invoices.  
 
Any and all mandated fees, charges and assessments that are listed on end users invoices be in 
compliance with FCC and state regulatory rules. 
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SECTION 7 
 

SPECIAL ARRANGEMENTS 
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SPECIAL ARRANGEMENTS 
 
 
7.1 Special Construction 

 
7.1.1 Basis for Charges 
 

Where the Company furnishes a facility or service for which a rate or charge is not 
specified in the Company’s tariffs, charges will be based on the costs incurred by the 
Company and may include: 
 
a. non-recurring type charges; 
b. recurring type charges; 
c. termination liabilities 
d. combinations thereof. 
 

7.1.2 Termination Liability 
 

To the extent that there is no other requirement for use by the Company, a termination 
liability may apply for facilities specially constructed at the request of the Customer.  
 
A. The termination liability period is the estimated service life of the facilities provided.  
 
B. The amount of the maximum termination liability is equal to the estimated amounts 

for: 
 
 1. Cost installed of the facilities provided including estimated cost for 

rearrangements of existing facilities and/or construction of new facilities as 
appropriate, less net salvage. Cost installed includes the cost of: 

 
  a. equipment and material provided or used 
  b. engineering, labor and supervision 
  c. transportation 
  d. rights-of-way 
 
 2. License preparation, processing, and related fees. 
 3. Tariff preparation, processing, and related fees. 
 4. Cost of removal and restoration, where appropriate. 
 5. Any other identifiable costs related to the specially constructed or rearranged 

facilities. 
 
C. The applicable termination liability method for calculating the unpaid balance of a 

term obligation.  The amount of such charge is obtained by multiplying the sum of 
the amounts determined as set forth in Section 7.1.2 (B) preceding by a factor 
related to the un-expired period of liability and the discount rate for return and 
contingencies.  The amount determined in section 7.1.2 (B) preceding shall be 
adjusted to reflect the predetermined estimated net salvage, including any reuse of 
the facilities provided.  This product is adjusted to reflect applicable taxes. 
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7.2 Individual Case Basis (ICB) Arrangements 

 
7.2.1 Contract Service Arrangements 

 
Arrangements will be developed on a case-by-case basis in response to a bona fide 
request from a Customer or prospective Customer to meet specialized requirements of the 
Customer not contemplated in this tariff, or  to develop a competitive bid for a service 
offered under this tariff.  Rates quoted in response to such requests may be different than 
those specified for such services in this tariff.  ICB rates will be offered to the Customer 
in writing and on a nondiscriminatory basis. 
 

7.2.2 Special Construction 
 

At its option, the Company may provide Customers, upon request, special construction of 
facilities or Services on an individual case basis (“ICB”) at rates other than as set forth 
herein.  Special construction or ICB is construction undertaken: 
 
A. where facilities are not presently available, and there is no other provision hereunder 

for the facilities to be constructed; 
  

B. where facilities other than those which the Company provides are requested by the 
Customer; 

 
C. where facilities are requested by the Customer over a route other than that which the 

Company serves; 
 

D. when Services are requested in a quantity greater than that which the Company 
would normally provide to a Customer; 

 
E. when Services are requested by a Customer on an expedited basis; 

 
F. when Services or facilities are requested on a temporary basis until such Services or 

permanent facilities are available. 
 

The Charges for special construction or ICB (i) are subject to individual negotiation 
between the Company and the Customer, (ii) will be based upon the Company’s actually 
incurred labor, material and other costs, and (iii) may include without limitation 
recurring, non-recurring, and early termination Charges. 
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7.3 Temporary Promotional Programs 

 
The Company may establish temporary promotional programs wherein it may waive or reduce 
non-recurring or recurring charges, to introduce present or potential Customers to the Company’s 
services.  
 
The Company may discontinue, without notice, any promotion prior to the advertised ending date. 
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 SECTION 8 
 

PRICES 
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PRICES 
 
 

8.1 Residential 
 
 1 Mo 

MSP 
3 Mo 
MSP 

1 Mo 
Pre-Paid 

 

8.1.1   Monthly Recurring Charges 
 

    

Standard Services     
     

Zone 1     
 Basic Service/Basic Prepaid 22.40 25.48 56.00  
 Additional Lines Basic Service/Basic Prepaid 22.40 22.40 56.00  
 2 Feature Service/Select Prepaid 29.40 29.40 66.00  
 Full Feature Service/Complete Prepaid 39.00 35.80 76.00  
     
     

Zone 2     
 Basic Service/Basic Prepaid 21.00 23.80 56.00  
 Additional Lines Basic Service/Basic Prepaid 21.00 21.00 56.00  
 2 Feature Service/Select Prepaid 28.00 28.00 66.00  
 Full Feature Service/Complete Prepaid 39.00 39.00 76.00  
     
     

Zone 3     
 Basic Service/Basic Prepaid 20.00 22.60 56.00  
 Additional Lines Basic Service/Basic Prepaid 20.00 20.00 56.00  
 2 Feature Service/Select Prepaid 27.00 27.00 66.00  
 Full Feature Service/Complete Prepaid 39.00 39.00 76.00  
     

Zone 4     
 Basic Service/Basic Prepaid N/A N/A N/A  
 Additional Lines Basic Service/Basic Prepaid N/A N/A N/A  
 2 Feature Service/Select Prepaid N/A N/A N/A  
 Full Feature Service/Complete Prepaid N/A N/A N/A  
     

Features      
     

Individual Features per Line as Listed in 5.1.1 4.00 4.00 0.00  
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8.1 Residential (Cont’d)  
 
 1 Mo 

MSP 
3 Mo 
MSP 

1 Mo 
Pre-Paid 

 

8.1.2   Monthly Recurring Charges (Cont’d) 
 

    

Standard Services with Expanded Area Calling      
     

Zone 1     
 Basic Service/Basic Prepaid 44.00 44.00 56.00  
 Additional Lines Basic Service/Basic Prepaid 44.00 44.00 56.00  
 2 Feature Service/Select Prepaid 51.00 46.60 66.00  
 Full Feature Service/Complete Prepaid 55.00 47.80 76.00  
     
     

Zone 2     
Basic Service/Basic Prepaid 44.00 44.00 56.00  
Additional Lines Basic Service/Basic Prepaid 44.00 44.00 56.00  
 2 Feature Service/Select Prepaid 51.00 51.00 66.00  
 Full Feature Service/Complete Prepaid 55.00 55.00 76.00  
     
     

Zone 3     
 Basic Service/Basic Prepaid 44.00 44.00 56.00  
 Additional Lines Basic Service/Basic Prepaid 44.00 44.00 56.00  
 2 Feature Service/Select Prepaid 51.00 51.00 66.00  
 Full Feature Service/Complete Prepaid 55.00 55.00 76.00  
     

Zone 4     
 Basic Service/Basic Prepaid N/A N/A N/A  
 Additional Lines Basic Service/Basic Prepaid N/A N/A N/A  
 2 Feature Service/Select Prepaid N/A N/A N/A  
 Full Feature Service/Complete Prepaid N/A N/A N/A  
     

Features      
     

Individual Features Per Line As Listed in 5.1.1 4.00 4.00  0.00  
     

8.1.2   Non-Recurring Charges     
     

Standard Services     
Installation 42.50 42.50 30.00  
Installation – Each Additional Line 30.00 30.00 30.00  
Record Change 20.00 20.00 20.00  
Suspend/Restore Service 20.00 20.00 20.00  

     
Premises Work Charges     

First 15 minute increment or fraction thereof 30.00 30.00 30.00  
Each additional 15 minute increment or fraction thereof 25.00 25.00 25.00  
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PRICES 
 

 
 
8.2    Business      
 1 Mo 

MSP 
6 Mo 
MSP 

1 Yr 
MSP 

2 Yr 
MSP 

 

8.2.1   Monthly Recurring Charges 
 

    
 

 

Standard Services      
      

Zone 1       
Simple Business Plan 11.00 48.95 46.90 44.85  
Fonix Full Feature Plan 1st Line 76.00 69.50 62.75 58.75  
Fonix Full Feature Plan 2nd Line 64.00 60.58 54.84 51.44  
Fonix Full Feature Plan 3rd Line 71.00 54.62 49.56 46.56  

      
Zone 2       

Simple Business Plan 47.00 47.00 47.00 47.00  
Fonix Full Feature Plan 1st Line 76.00 69.50 62.75 58.75  
Fonix Full Feature Plan 2nd Line 64.00 63.55 57.48 53.88  
Fonix Full Feature Plan 3rd Line 71.00 57.60 52.20 49.00  

      
   Zone 3       

Simple Business Plan 43.50 43.50 43.50 34.50  
Fonix Full Feature Plan 1st Line 76.00 69.50 62.75 58.75  
Fonix Full Feature Plan 2nd Line 64.00 63.55 57.48 53.88  
Fonix Full Feature Plan 3rd Line 71.00 57.60 52.20 49.00  

      
Zone 4       

Simple Business Plan N/A N/A N/A N/A  
Fonix Full Feature Plan 1st Line N/A N/A N/A N/A  
Fonix Full Feature Plan 2nd Line N/A N/A N/A N/A  
Fonix Full Feature Plan 3rd Line N/A N/A N/A N/A  

      
    Features      

      
        Individual Features per Line as Listed in 5.1.1 4.00 4.00 4.00 4.00  
                
    Hunt Roll-Over Service       

      
                   Zone 1 Hunt and Roll-Over per Line 10.65 7.50 4.50 4.00  

      
                   Zone 2 Hunt and Roll-Over per Line 10.65 8.25 8.25 8.25  

      
                   Zone 3 Hunt and Roll-Over per Line 10.65 10.75 10.75 10.75  

      
                   Zone 4 Hunt and Roll-Over per Line N/A N/A N/A N/A  
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8.2       Business (Cont’d)      
      
8.2.1     Monthly Recurring Charges (Cont’d) 1 Mo 

MSP 
6 Mo 
MSP 

1 Yr 
MSP 

2 Yr 
MSP 

 

      
Standard Services with Expanded Area Calling      

      
Zone 1      

Simple Business Plan 83.00 80.95 78.90 76.85  
Fonix Full Feature Plan 1st Line 97.00 91.00 84.75 86.50  
Fonix Full Feature Plan 2nd Line 93.00 82.90 77.28 78.85  
Fonix Full Feature Plan 3rd Line 96.00 74.80 69.80 71.20  

      
Zone 2      

Simple Business Plan 83.00 83.00 83.00 83.00  
Fonix Full Feature Plan 1st Line 97.00 94.50 88.25 84.75  
Fonix Full Feature Plan 2nd Line 93.00 90.28 84.34 81.01  
Fonix Full Feature Plan 3rd Line 96.00 86.05 80.42 77.28  
      

Zone 3      
Simple Business Plan 83.00 83.00 83.00 83.00  
Fonix Full Feature Plan 1st Line 97.00 94.50 88.25 87.50  
Fonix Full Feature Plan 2nd Line 93.00 92.65 86.95 83.63  
Fonix Full Feature Plan 3rd Line 96.00 88.30 82.90 79.75  
      

Zone 4      
Simple Business Plan N/A N/A N/A N/A  
Fonix Full Feature Plan 1st Line N/A N/A N/A N/A  
Fonix Full Feature Plan 2nd Line N/A N/A N/A N/A  
Fonix Full Feature Plan 3rd Line N/A N/A N/A N/A  

      
Features      

      
Individual Features per Line as Listed in 5.1.1 4.00 4.00 4.00 4.00  

                       
           Hunt Roll-over Service       

      
Zone 1 Hunt and Roll-Over per Line 10.65 7.50 4.50 4.00  
      

              Zone 2 Hunt and Roll-Over per Line 10.65 8.25 8.25 8.25  
      
              Zone 3 Hunt and Roll-Over per Line 10.65 10.75 10.75 10.75  
      
              Zone 4 Hunt and Roll-Over per Line N/A N/A N/A N/A  
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8.2      Business (Cont’d) 
 

 
 
8.2.2   Non-Recurring Charges 
 

 

1 Mo 
MSP 

6 Mo 
MSP 

1 Yr 
MSP 

2 Yr 
MSP 

 

                      
              Standard Services 50.00 50.00 0.00 0.00  

  Installation 30.00 30.00 0.00 0.00  
  Installation – Each Additional Line 15.50 15.50 15.50 15.50  
  Record Change 20.00 20.00 20.00 20.00  
  Suspend/Restore Service   
   
Premises Work Charges   
  First 15 minute increment or fraction thereof 30.00 30.00 30.00 30.00  
  Each additional 15 minute increment or fraction of 25.00 25.00 25.00 25.00  
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8.3       Centrex      

      

 1 Mo 
MSP 

1 Yr 
MSP 

2 Yr 
MSP 

3 Yr 
MSP 

 

8.3.1   Monthly Recurring Charges      
      
This Section Intentionally Left Blank N/A N/A N/A N/A  

      
8.3.2   Non-Recurring Charges      

      
This Section Intentionally Left Blank N/A N/A N/A N/A  
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8.4       BRI Trunk Service      

      

 1 Mo 
MSP 

1 Yr 
MSP 

2 Yr 
MSP 

3 Yr 
MSP 

 

8.4.1   Monthly Recurring Charges      
      
This Section Intentionally Left Blank N/A N/A N/A N/A  

      
8.4.2   Non-Recurring Charges      

      
This Section Intentionally Left Blank N/A N/A N/A N/A  
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8.5     PRI Trunk Service 
 
 1 Mo 

MSP 
1 Yr 
MSP 

2 Yr 
MSP 

3 Yr 
MSP 

 

8.5.1   Monthly Recurring Charges      
      
PRI Trunk with Active D Channel 920.47 767.07 580.72 484.77  
Trunk Mileage      

First Mile ICB ICB ICB ICB  
Each Additional Mile ICB ICB ICB ICB  
Each B Channel      

Outbound Only   N/A N/A N/A N/A  
Inbound Only with Hunt Roll-Over N/A N/A N/A N/A  
Two Way Combination with Hunt Roll-Over 32.49 27.08 24.41 20.38  
Each Block of 20 DID Numbers 3.00 3.00 3.00 3.00  

      
8.5.2   Non-Recurring Charges      

      
PRI Trunk Installation 2,500.00 2,500.00 N/C N/C  
Initial B Channel Order N/C N/C N/C N/C  
Subsequent B Channel Orders 35.00 35.00 35.00 35.00  
Initial Block of 20 DID Numbers 200.00 200.00 200.00 200.00  
Each Additional Block of DID Numbers 35.00 35.00 35.00 35.00  
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8.6     Channelized DS-1 (CDS-1) 
 
 1 Mo 

MSP 
1 Yr 
MSP 

2 Yr 
MSP 

3 Yr 
MSP 

 

8.6.1   Monthly Recurring Charges      
      
CDS-1 Trunk  ICB ICB ICB ICB  
Each Channel ICB ICB ICB ICB  
Trunk Mileage      

First Mile ICB ICB ICB ICB  
Each Additional Mile ICB ICB ICB ICB  
Outbound Only   N/A N/A N/A N/A  
Inbound Only with Hunt Roll-Over N/A N/A N/A N/A  
Two Way Combination with Hunt Roll-Over      
Each Block of 20 DID Numbers 3.00 3.00 3.00 3.00  

      
8.6.2   Non-Recurring Charges      

      
CDS-1 Trunk Installation 2,500.00 2,500.00 N/C N/C  
Initial Channel Order N/C N/C N/C N/C  
Subsequent B Channel Orders 35.00 35.00 35.00 35.00  
Initial Block of 20 DID Numbers 200.00 200.00 200.00 200.00  
Each Additional Block of DID Numbers 35.00 35.00 35.00 35.00  
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8.7     Integrated  DS-1 (IDS-1) 
 
 1 Mo 

MSP 
1 Year 

MSP
2 Year 

MSP 
3 Year 

MSP 
 

8.7.1   Monthly Recurring Charges      
     
IDS-1 Trunk  N/A N/A N/A N/A  
Trunk Mileage N/A N/A N/A N/A  

First Mile N/A N/A N/A N/A  
Each Additional Mile N/A N/A N/A N/A  

Each Access Line N/A N/A N/A N/A  
Outbound Only   N/A N/A N/A N/A  
Inbound Only with Hunt Roll-Over N/A N/A N/A N/A  
Two Way Combination with Hunt Roll-Over     
Each Block of 20 DID Numbers N/A N/A N/A N/A 

 
 

     
8.7.2   Non-Recurring Charges     

     
IDS-1 Trunk Installation N/A N/A N/A N/A  
Initial Access Line N/A N/A N/A N/A  
Subsequent Access Line Orders N/A N/A N/A N/A  
Initial Block of 20 DID Numbers N/A N/A N/A N/A  
Each Additional Block of DID Numbers N/A N/A N/A N/A  
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8.8       COCOT    

    
 1 Mo 

MSP 
1 Yr 
MSP 

 

8.8.1   Monthly Recurring Charges    
    
Standard Services    

    
Zone 1    

Basic COCOT Service 29.00 23.20  
    

Zone 2    
Basic COCOT Service 26.00 26.00  

    
Zone 3    

Basic COCOT Service 21.00 21.00  
    

Zone 4    
Basic COCOT Service N/A N/A  

    
8.8.2   Non-Recurring Charges    

    
Standard Services    

Installation 50.00 0.00  
Installation – Each Additional Line 30.00 0.00  
Record Change 15.50 15.50  
Suspend/Restore Service 19.00 19.00  

    
Premises Work Charges    

First 15 minute increment or fraction thereof 30.00 30.00  
Each additional 15 minute increment or fraction thereof 25.00 25.00  

    
8.8.3   Optional Features    

    
Screening Options    

Option A 2.04 2.04  
Option B 3.14 3.14  
Option C 2.09 2.09  

Central Office Disconnect N/A N/A  
Customized Blocks N/C N/C  

    
8.8.4   Other    

    
Per Call Service Charge    

Origination .30 .30  
Termination N/C N/C  
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8.9       Remote Exchange    
    

 1 Mo 
MSP 

1  Yr 
MSP 

 

8.9.1   Monthly Recurring Charges    
    
Remote Exchange Service    
Each Access Port with Hunt Roll-Over N/A   

    
8.9.2   Non-Recurring Charges    

    
Installation – Each Port N/A 0.00  
Installation – Each Additional Port N/A 0.00  
Record Change N/A 20.00  
Suspend/Restore Service N/A 20.00  
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8.10       DirectTel   

   
 1 Mo 

MSP
1 Yr 
MSP 

 

8.10.1   Monthly Recurring Charges   
   
DirectTel   
Each Port with Hunt Roll-Over ( 2 port Min.) N/A N/A  

   
8.10.2   Non-Recurring Charges   

   
Installation – Each Port N/A N/A  
Installation – Each Additional Port N/A N/A  
Record Change N/A N/A  
Suspend/Restore Service N/A N/A  
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8.11       Collocation      

      
 1 Mo 

MSP 
1 Yr 
MSP 

2 Yr 
MSP 

3 Yr 
MSP 

 

8.11.1  Monthly Recurring Charges      
      

 This Section Intentionally Left Blank      
      
8.11.2   Non-Recurring Charges      

      
             This Section Intentionally Left Blank      
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8.12       Other Services    

    
 Residential 

 
Business  

8.12.1    Directory Services    
    
Directory Listing N/C N/C  
Additional Directory Listing 2.50 2.50  
Vanity Number N/C N/C  
Non Published Listing 4.00 4.00  
Non Listed Listing N/C N/C  

    
8.12.2   Operator Services    

    
Emergency 911 Service N/C N/C  
General Assistance N/C N/C  
Directory Assistance .95 .95  
Directory Assistance Call Completion .95 .95  
Calling Card .35 .35  
Third Number Billing 2.50 2.50  
Collect Call 2.50 2.50  
Person to Person 2.50 2.50  
Station to Station 2.50 2.50  
Busy Line Verification 3.00 3.00  
Busy Line Interrupt 3.00 3.00  
TDD Rate Reduction 25% 25%  

    
8.12.3    Miscellaneous    

    
Inside Wiring Maintenance 4.00 4.00  
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TELECOMMUNICATIONS SERVICES 

 
 

Applying to Resale of Intrastate, Interexchange 
 Common Carrier Communications  

Services Between Points in the 
State of South Carolina 

 
 

AND 
 

CONTAINING RULES AND REGULATIONS  
 

GOVERNING SERVICE 
    
 
 
 
  
 
 
 
 
This tariff is on file with the South Carolina Public Service Commission and copies may be inspected, during 
normal business hours, at Fonix Telecom, Inc., 4501 Circle 75 Parkway, Building D-4210, Atlanta, Georgia, 
30339. 
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Check List 
 

Tariff sheets are effective as of the date shown.  Revised sheets as named below contain all changes 
from the original tariff that are in effect on the date thereof. 
 
SHEET   REVISION NO. 
 
1   Original 
2   Original 
3   Original 
4   Original 
5   Original 
6   Original 
7   Original 
8   Original 
9   Original 
10   Original 
11   Original 
12   Original 
13   Original 
14   Original 
15   Original 
16   Original 
17   Original 
18   Original 
19   Original 
20   Original 
21   Original 
22   Original 
23   Original 
24   Original 
25   Original 
26   Original 
27   Original 
28   Original 
29   Original 
30   Original 
31   Original 
32   Original 
33   Original 
34   Original 
35   Original 
36   Original 
37   Original 
38   Original 
39   Original 
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Symbols 
 

Whenever tariff sheets are revised, changes will be identified by the following symbols: 
 
(C) To signify changed regulation. 
 
(D) To signify deleted or discontinued rate, regulation or condition. 
 
(I) To signify a change resulting in an increase to a customer’ s bill.  
 
(M) To signify material moved from or to another part of tariff with no change in text, rate, rule or 

condition. 
 
(N) To signify new rate, regulation, condition or sheet. 
 
(R) To signify a change resulting in a reduction to a customer’ s bill. 
 
(T) To signify change in text but no change in rate, rule or condition. 
 
(X) To signify a reference to other published tariffs. 
 
(Z) To signify a correction. 
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 TARIFF FORMAT SHEET 
 
A. Page Numbering.  Page numbers appear in the upper-right corner of the page.  Pages are numbered 
sequentially.  However, new pages are occasionally added to the tariff.  These new pages are identified in 
decimal format.  For example, a new page added between pages 34 and 35 would be 34.1. 
 
B. Page Revision Numbers.  Revision numbers also appear in the upper-right corner of the page.  These 
numbers are used to determine the most current page on file with the South Carolina Public Service 
Commission.  For example, the 4th revised Page 34 cancels the third revised Page 34.  Because of deferrals, 
notice periods, etc., the most current page number on file with the Commission is not always the tariff page in 
effect.  User should consult the check page for the page currently in effect. 
 
C. Paragraph Numbering Sequence.  There are nine levels of paragraph coding.  Each level of coding is 
subservient to its next higher level of coding. 
 
2. 
2.1. 
2.1.1. 
2.1.1.A. 
2.1.1.A.1. 
2.1.1.A.1.(a) 
2.1.1.A.1.(a).I 
2.1.1.A.1.(a).I.(i) 
2.1.1.A.1.(a).I.(i)(1) 
 
D. Check List of Effective Pages.  When a tariff filing is made with the Commission, an updated Check 
List of Effective Pages (“Check List”) accompanies the tariff filing.  The Check List lists the pages contained in 
the tariff, with a cross-reference to the current revision number.  When new pages are added, the Check List is 
changed to reflect the revision.  All revisions made in a given filing are designated by an asterisk (*).  There 
will be no other symbols used on the Check List if these are the only changes made to it (i.e., the format, etc.).  
The User should refer to the latest Check List to find out if a particular page is the most current page on file 
with the Commission. 
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INTRODUCTION 
 

This tariff (“Tariff”) contains the regulations and rates applicable to the furnishing of intrastate, 
common carrier communications service by Fonix Telecom, Inc. (hereinafter referred to as “Fonix” or (the 
“Company”) within the State of South Carolina. 
 

The regulations governing the provision and use of services offered under this Tariff are set forth in 
Section 2.  Service descriptions and rates are set forth in Sections 3 and 4, respectively. 
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1.0 Technical Terms and Abbreviations 
 

Access Code:  “Access Code” means a sequence of numbers that, when dialed, connects a Customer to 
the Carrier associated with that sequence. 

 
Agent:  “Agent” means a person, firm, company, corporation, or other entity that is authorized to 
distribute Services to Customers or Users on the Company’s behalf. 

 
Authorization Code:  “Authorization Code” means a numerical code, one or more of which are 
assigned to a Customer to enable it to access the Service provided by the Company and to identify the 
Customer for billing purposes. 

 
Carrier: “Carrier” means a communications common carrier authorized by the Commission or by the 
FCC to provide communications service to the public.  

 
Commission:  “Commission” means the South Carolina Public Service Commission. 

 
Credit(s):  “Credit(s)” mean the meaning set forth in Section 2.21 hereof. 

 
Credit Allowances:  “Credit Allowances” means the meaning set forth in Section 2.21 hereof. 
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1. Technical Terms and Abbreviations (cont’d) 
 
Credit Limit:  “Credit Limit” means a credit limit placed on Customer’s monthly consumption of 
Service pursuant to Section 2.10 hereof. 

 
Customer: “Customer” means the person, firm, company, corporation, or other entity that (i) pursuant 
to a Service Order, orders Service(s) under this Tariff, (ii) purchases a Prepaid Calling Card from the 
Company or its Agent, (iii) prepays the Company for use of the Services via a Prepaid Calling Card up 
to a pre-established credit limit, or (iv) accesses the Service by dialing the Company’s Access Code.  

 
Day:  “Day” means a period of time from 8:00 A.M. to (but not including) 5:00 P.M. Monday through 
Friday, as measured by local time at the location from which the call is originated. 

 
Evening:  “Evening” means a period of time from 5:00 P.M. to (but not including) 11:00 P.M., Sunday 
through Friday and any time during Holidays as measured by local time at the location from which the 
call is originated. 

 
FCC: “FCC” means the Federal Communications Commission. 

 
Governmental Authority:  Any regulatory, judicial, administrative, or other domestic federal, state or 
municipal governmental authority (including without limitation the Commission) having jurisdiction 
over the Company, over any Other Provider, or over the provision of Services hereunder. 

 
Holidays: All Company-specified holidays:  New Year’s Day (January 1), Independence Day (July 4), 
Thanksgiving Day, Labor Day and Christmas Day (December 25). 
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1. Technical Terms and Abbreviations 
 
Inbound Toll-Free Service:  The Inbound Toll-Free Service described at Section 3.1.2 hereof. 

 
Interruption:  The disruption of, or removal of a circuit from, Service such that the Service becomes 
unusable by User for a continuous period of thirty (30) minutes or more.  

 
LEC:  A Carrier authorized by a state Governmental Authority to provide communications service 
within one or more domestic local telephone exchanges. 

 
Local Access and Transport Area (“LATA”):  A geographical area established by the U.S. District 
Court for the District of Columbia in Civil Action No. 82-0192, within which a LEC provides 
communications services. 

 
Minimum Service Period (“MSP”):  The minimum period of time during which a Customer takes 
Service ordered under Service Orders under this Tariff. 

 
Night/Weekend (“N/Wkd”):  A period of time from 11:00 P.M. to (but not including) 8:00 A.M. 
Monday through Friday, any time on Saturday, and all day Sunday except 5:00 P.M. to (but not 
including) 11:00 P.M., as measured by local time at the location from which the call is originated. 
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1.0 Technical Terms and Abbreviations 
 
 One Plus Service:  The One Plus Service described at Section 3.1.1 hereof. 
 

Other Providers:  Any Carriers or other service providers whose services or facilities are connected to, 
or used by, the Company in providing the Services.  

 
Performance Failure:  Any disruption, degradation, or failure of Service, including without limitation 
any Interruption (but excluding Scheduled Interruptions), any installation failure or delay, or any 
mistake, delay, omission, error or other defect in the Service or in the provision thereof.  

 
Prepaid Calling Card:  A calling card or other tangible item which (i) contains an Authorization Code 
and an Access Code, (ii) is supplied by the Company or its Agents, and (iii) permits a User to use the 
Services up to an amount prepaid to (or up to a credit limit pre-established by the Customer with) the 
Company.  

 
Regulation(s):  Any and all law(s), rule(s), regulation(s) (including without limitation those set forth in 
this Tariff), order(s), policy or policies, ruling(s), judgment(s), decree(s) or other determination(s) 
which are made by the Commission or by any other Governmental Authority or which arise under any 
federal, state, local, foreign or international treaty, law, statute, utility code, ordinance, rule, order or 
decree and which are applicable to the Services or to any provision of this Tariff. 

 
Resp-Org or Responsible Organization:  The entity that has responsibility for the management of toll-
free telephone numbers in the Service Management System (“SMS”) database, including maintaining 
Customer records in the SMS and accessing the SMS: (a) to search and reserve toll-free telephone 
numbers; and (b) to create and maintain toll-free telephone number Customer records, including call 
processing records.  
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1. Technical Terms and Abbreviations 
 
Scheduled Interruption:  An Interruption, which has been scheduled by the Company in advance for 
maintenance, testing, or other administrative purposes. 

 
Service(s):  The Company’s communications common carrier service(s) provided under this Tariff. 

 
Service Order:  A Company designated form used from time to time by Customer for ordering Service 
hereunder or for acquiring Prepaid Calling Cards. 

 
TDD:  A Telecommunications Device for the Deaf. 
 
Telecommunications:  The transmission of voice communications or, subject to the transmission 
capabilities of the Service, the transmission of data, facsimile, signaling, metering, or any other form of 
intelligence. 

 
Termination (Terminate): Discontinuance of (to discontinue) Service, either at Customer’s request, or 
by the Company in accordance with Regulations. 
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1. Technical Terms and Abbreviations 
 
 
Travel Card Service:  The Travel Card Services described at Section 3.1.3 hereof. 

  
User:  (i) a Customer, or (ii) any person, firm, company, corporation, or other entity that is authorized 
by the Customer to use Service under this Tariff, or who lawfully acquires a Prepaid Calling Card from 
a Customer or an Agent.  For purposes of illustration, a User includes any person to whom the 
Customer sells or gifts a Prepaid Calling Card. 
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2.0 RULES AND REGULATIONS 
 

The Company is a provider and reseller of intrastate communications common carrier services. 
 

2.1 Undertaking of the Company 
 

2.1.1 The Company shall exercise reasonable efforts to provide Services to Users between 
any and all points described herein pursuant to the terms and conditions set forth in 
this Tariff.   

 
2.1.2 Services ordered by Customers under Service Orders will be made available for 

Users’ use as soon as practicable after the Company’s receipt of said Service Order.  
In the event of a conflict or inconsistency between the terms of a Service Order and 
those of this Tariff, the latter shall govern. 

 
2.1.3 The obligations of the Company to provide Services under this Tariff are subject to 

the following: (i) availability, procurement, construction, and maintenance of 
facilities (including without limitation those facilities of Other Providers); (ii) 
interconnection to Other Providers’ services or facilities as required; (iii) any 
applicable Credit Limit; or (iv) receipt of any applicable advance payment or 
Deposit.  

 
2.1.4 The Company reserves the right: (i) to discontinue or temporarily suspend Service to 

or from a location where the necessary facilities or equipment are not available under 
terms and conditions reasonably acceptable to the Company; and (ii) to block 
Service to any User location or to any Authorization Code, without any liability 
whatsoever, in the event that the Company detects or reasonably suspects either (a) 
fraudulent or unlawful use of the Services at or by means of said location or 
Authorization Code, or (b) consumption of Service in excess of any applicable Credit 
Limit or Advance Payment.  Services may not be available from certain coin-
operated or other pay telephones located on prisons, military bases and colleges for 
reasons including, but not necessarily limited to, the detection of fraudulent use of 
Services at those locations. 
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2.2 Responsibility and Use 
 

2.2.1 Services may be used by Users for any lawful purpose, subject to the terms and 
conditions set forth herein and in any applicable Service Order.  Subject to the 
limitations and conditions set forth in this Tariff, Services are available for use 
twenty-four (24) hours per day, seven (7) days per week. 

 
2.2.2 Customer is solely responsible for (i) prevention of unauthorized, unlawful or 

fraudulent use of or access to Services; and (ii) administration and non-disclosure of 
any Authorization Codes provided by Company to Customer.  

 
2.2.3 The Company’s sole responsibility with respect to Travel Card Services is to make 

Services available to Users in accordance with Section 3.1.3 of this Tariff.  
 

2.2.4 The Company’s sole responsibility with respect to provision of Services in 
connection with Prepaid Calling Cards is to make Services available to Users using 
such Prepaid Calling Cards in accordance with Section 3.1.4 of this Tariff.  

 
2.3 Compliance 

 
2.3.1 The Services may not be used for any unlawful purpose whatsoever. 

 
2.3.2 The Company and Customer shall (and Customer shall cause User to) comply with 

all applicable Regulations. 
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2.4 Abuse.  Abuse of the Services is prohibited.  The following activities constitute abuse: 
 

2.4.1 Using the Service to make calls which might reasonably be expected to frighten, 
abuse, torment, or harass another; or 

 
2.4.2 Using the Service in violation of the non-interference and signal quality restrictions 

set forth in Section 2.13.3; or 
 

2.4.3 Acquiring or reserving an 800, 888 or 877 telephone number provided by the 
Company for the primary purpose of selling, brokering, bartering or releasing it to 
another party for a fee or other consideration; or 

 
2.4.4 Using the Service (or any other telephone number advertised or widely understood to 

be toll free in connection with the Service) in any of the following ways: 
 

2.4.4.A With the exception of circumstances where the calling party has a 
presubscription or comparable arrangement or discloses a credit or 
charge card number during the call, in any manner that would 
result in: (a) assessment of a charge for completing an 800, 888 or 
877 call on the calling party or on the subscriber to the line from 
where the 800, 888 or 877 call originated; (b) connection of the 
calling party to a pay-per-call service; or (c) assessment of a 
charge on the calling party for information conveyed during the 
toll free call; or 

 
2.4.4.B Calling the calling party back collect for the provision of audio or 

data information services, simultaneous voice conversation 
services or products. 

 
2.5 Call Blocking 

 
Notwithstanding any other provision of this Tariff, the Company may block calls which: (i) 
are made to or from certain countries, cities, or central office (“NXX”) exchanges, or (ii) 
make use of certain Authorization Codes, as the Company, in its sole opinion and discretion, 
deems reasonably necessary to prevent unlawful or fraudulent use of Services. 
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2.6 Billing and Payments 
 

2.6.1 Other than prepaid services, charges for Services will be billed to Customer on a 
monthly (30 day) basis, in arrears, based on the Users’ actual usage.  Customers will 
not be charged for uncompleted calls.   

 
2.6.2 All amounts stated on each monthly invoice are due and payable immediately upon 

Customer’s receipt thereof; provided, however, that charges incurred for Services 
obtained via Prepaid Calling Cards will be first debited against the balance of the 
amount (if any) prepaid to the Company.  

 
2.6.3 Invoices unpaid after thirty (30) days shall incur a monthly finance charge on the 

unpaid balance at a rate equal to the lesser of one and one-half percent (1.5%) or the 
maximum rate permitted by law. 

 
2.6.4 Except as otherwise limited by Regulation, Customer shall be responsible for 

payment of all charges, whether authorized or not, for any and all use of or access to 
Services provided to Users, including without limitation any unauthorized, unlawful 
or fraudulent use or access.  Customer’s charges for Travel Card or Prepaid Calling 
Card calls are subject to any applicable limitations established by any Regulation.  

 
2.6.5 Except as otherwise provided herein, the Company, at its sole option, may Terminate 

Services in the event Customer fails to pay any invoice within thirty (30) calendar 
days after the due date stated thereon, subject to written notice and to any other 
applicable Commission Regulations.  Notice, for purposes of this Section 2.6.5, is to 
be deemed effective upon mailing of written notice, postage prepaid, to Customer’s 
last known address. Termination of Services by the Customer or the Company for 
any reason whatsoever will not relieve Customer of its payment obligations 
hereunder for all Service charges incurred by Customer through the date of 
Termination.  Termination by Customer for purposes of this Section 2.6.5 will be 
deemed effective five (5) business days following the date of Company’s receipt of 
Customer’s Termination notice.  Customer will be liable for all costs of collection 
hereunder, including without limitation reasonable attorney’s fees.  Any invoice for 
Services not disputed in writing by Customer within ten (10) days after receipt 
thereof is to be deemed conclusively correct and binding upon the Customer.  
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2.6 Billing and Payments (Cont’d) 
 

2.6.6 Payphone Compensation Surcharge.  In order to recover the Company’s expenses to 
comply with the FCC’s pay telephone compensation plan effective on October 7, 
1997 (FFF 97-371), an undiscountable per call charge is applicable to all intrastate 
calls that originate from any pay telephone used to access the Company’s Services.  
This surcharge is in addition to standard tariffed usage charges and any applicable 
service charges and surcharges associated with the Company’s Service.  Pay 
telephones include coin-operated and coinless phones owned by local telephone 
companies, independent companies and other interexchange carriers.  The payphone 
surcharge applies to the initial completed call and any reoriginated call (i.e., using 
the “#” symbol).  Whenever possible, the payphone surcharge will appear on the 
same invoice containing the usage charges for the surcharged call.  In cases where 
proper pay telephone coding digits are not transmitted to the Company prior to 
completion of a call, the payphone surcharge may be billed on a subsequent invoice 
after the Company has obtained information from a carrier that the originating 
station is an eligible pay telephone.  The payphone surcharge does not apply to calls 
placed from pay telephones at which the Customer pays for service by inserting 
coins during the progress of the call. 

 
2.6.7 Toll Free Number Portability.  If a Customer accumulates undisputed delinquent 

charges, the Company reserves the right not to honor that Customer’s request for a 
change in service, including a request for Resp-Org change, until such charges are 
paid in full. 
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2.7 Taxes 
 

2.7.1 All federal, state, and local excise, sales, use and similar taxes, will be billed by the 
Company as separate line items on Customer’s invoice, and, except as otherwise set 
forth in Sections 2.7.2 and 3.1.4.A hereof, are not included in any quoted rates 
described or contained in this Tariff. 

 
2.7.2 The Company reserves the right to assess a surcharge on Customer’s charges for 

outbound Services terminating at, or inbound Services originating from, locations or 
addresses in those states levying, or asserting a right to levy, a gross receipts tax or 
similar assessment on the Company’s operations or on intrastate access charges 
incurred by the Company in such state(s).  The surcharge will be calculated pro rata 
based on the amount Customer’s total monthly charges for Services provided to and 
billed to a Customer’s location or Authorization Code in such state(s) bears to the 
Company’s total monthly receipts subject to said tax or assessment in such state(s).  
The surcharge will appear as a line item on Customer’s invoice. 

 
2.8 Advance Payments 

 
The Company may, at its sole option and discretion, require that any Customer having a 
history of late payments for the Services or whose credit history either is unsatisfactory (in the 
Company’s sole opinion) or is not established to the Company’s reasonable satisfaction to 
make advance payments from time to time for future consumption of Services.  The amount 
of each such advance payment will not exceed the lesser of (a) one (1) month’s actual or 
estimated charges, or (b) the highest amount permitted by any applicable Regulation.  The 
Company may, at its sole option and discretion, accept personal guarantees, bank letters of 
credit or surety bonds in lieu of an advance payment.  Advance payments will be applied to 
charges for Services in the same manner as other payments.  A customer may be required to 
continue to make advance payments in accordance with this Section 2.8 until such time as its 
credit worthiness is established to the Company’s reasonable satisfaction.    
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2.9 Deposits 
 

Customers or applicants for Services whose financial condition is not acceptable to the 
Company, as determined in its sole opinion and discretion, may be required to provide the 
Company, either before or after the commencement of Service, with a security deposit, in 
cash or cash-equivalents, in an amount not to exceed two (2) months of estimated Service 
usage, and/or to provide the Company with such other assurances of, or security for, the 
payment of charges for Services as the Company may deem necessary in its sole judgment 
and discretion.  Any such cash deposit will bear simple interest at a rate of seven percent (7%) 
per annum or at such other rate as may be determined by a competent Regulatory Authority.  
The Company may apply such deposit at any time to any past due balances owed to it by 
Customer hereunder, provided however, the Company shall return the remainder to Customer, 
at its last known address, within one (1) month following the date of Termination.  The 
Company may, at its sole option and discretion, accept personal guarantees, bank letters of 
credit or surety bonds in lieu of a cash deposit required under this Section 2.9.  

 
2.10 Credit Limit 

 
The Company may, at any time and at its sole discretion, set a Credit Limit for any 
Customer’s consumption of Services for any monthly period.  
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2.11 Indemnification by Customer 
 

2.11.1 Customer shall defend, indemnify and hold the Company harmless from any and all 
actions, claims, judgments, damages, demands, liabilities, and expenses, including 
without limitation reasonable attorney’s fees, arising from or in connection with: 

 
2.11.1.A Libel or slander resulting from any use of the Services provided to 

any User hereunder; 
 

2.11.1.B Infringement of any patent, copyright, trademark, trade name or 
trade secret arising from: (i) the transmission of any material 
transmitted: (a) by any User, or (b) by any other person using the 
Services provided to any User, User location, or Authorization 
Code; or (ii) the combination of User’s use of Services with CPE 
or with other User-provided facilities or services; and 

 
2.11.1.C Except as otherwise provided by applicable Regulation, any 

unauthorized, unlawful, or fraudulent use of or access to the 
Services provided to Users. 

 
2.12 Customer Premises Equipment (“CPE”) 

 
CPE attachment by the User is permitted under this Tariff.  The Customer is responsible for 
ensuring that all such attached CPE must conform to the FCC’s registration requirements set 
forth in Part 68 of the Code of Federal Regulations (as amended).  The Company may 
discontinue the provision of Services to any location where CPE fails to conform to such 
Regulations.   
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2.13 Interconnection 
 

2.13.1 The Services may be connected with services or facilities of Other Providers subject 
to any technical limitations applicable to the latter; provided, however, Service 
furnished by the Company is not part of a joint undertaking with any Other Provider. 

 
2.13.2 Interconnection with the facilities or services of Other Providers is subject to the 

applicable terms and conditions of the Other Providers’ tariffs (if any).  Customer 
shall be solely responsible for satisfying all legal requirements for interconnecting 
Customer-provided terminal equipment or communications systems with Other 
Providers’ facilities, including, without limitation, all licenses, permits, rights-of-
way, and other arrangements necessary for such interconnection.  Any interface 
equipment or facilities necessary to achieve compatibility between the facilities of 
the Company and those of Other Providers must be provided at the Customer’s sole 
expense.  Customer shall comply with all applicable terms and conditions of service 
provided by said Other Providers. 

 
2.13.3 Customer is solely responsible for ensuring that Telecommunications signals 

transmitted by Users via the Services will not interfere with the operations of the 
Company or those of Other Suppliers, or with the provision or use of similar services 
provided by the Company or by Other Suppliers to any third party.  All such signals 
must be of the proper type, bandwidth, and other technical parameters so as to 
neither damage the Company’s or Other Providers’ equipment nor degrade Service 
supplied to third parties.  Except with respect to Services obtained through Prepaid 
Calling Cards, Customer must ensure: 

 
2.13.3.A that all Users employ physical arrangements for protection of the 

Company’s facilities in circumstances where the Company, in its 
sole opinion and discretion, deems such protection to be 
reasonably necessary; 

 
2.13.3.B that all Users provide adequate electrical power, wiring and 

electrical outlets necessary for the proper operation of the 
Company’s equipment on their premises; 

 
 
 
 
 
 
 
 
 
 
 
 
 

2.13 Interconnection (cont.) 
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2.13.3.C that all equipment, facilities or Other Providers’ services connected 

with those of the Company are constructed, operated, and 
maintained so as to work satisfactorily with the Services; and 

 
2.13.3.D that all such equipment, facilities and Other Providers’ services 

avoid hazard, damage, or injury to the Company’s facilities or 
plant, its employees or subcontractors, or to the public. 

 
2.13.4 Notwithstanding any other provision of this Tariff, the Company has the right to 

Terminate or suspend Service to any User found to be in violation of the foregoing 
Section 2.13.3. 

 
2.14 Title 

 
Title to any and all equipment or facilities provided by the Company under this Tariff will 
remain in the Company. 

 
2.15 Interruption 

 
2.15.1 Notice.  The Customer must promptly notify the Company of any Interruptions in 

Service of which it becomes aware; provided, however, prior to giving such notice, 
the Customer shall ascertain that the Interruption is not being caused by any action or 
omission of the User or by any non-Company supplied wiring or equipment 
connected to the Company’s facilities.  The Company’s obligations under this Tariff 
to apply Credits or Credit Allowances to Customer’s account for any Interruptions 
are expressly conditioned upon Customer’s strict compliance with this Section 
2.15.1. 

 
2.15.2 Scheduled Interruptions.  The Company, without incurring any liability whatsoever, 

may make Scheduled Interruptions at any time (i) to ensure compliance by the 
Customer or User with Regulations (including without limitation the provisions of 
this Tariff), (ii) to ensure proper installation and operation of the Customer’s and the 
Company’s equipment and facilities, (iii) to prevent fraudulent use of or access to the 
Services, or (iv) to perform any other maintenance, testing or inspection reasonably 
required for the provision of Services hereunder. 
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2.16 Discontinuation  
 

Notwithstanding any other provision of this Tariff, the Company may at its sole option and 
discretion Terminate Service without incurring any liability therefore whatsoever, subject to 
(i) no less than five (5) business days prior written notice or such other notice period required 
by Regulation, and (ii) to any applicable Regulations, for any of the following reasons:  

 
2.16.1 by order of a Governmental Authority; 

 
2.16.2 in the event of any unlawful, unauthorized or fraudulent use of or access to the 

Services, including without limitation, violation of the provisions of this Tariff or of 
any other Regulations by the Customer, by any other User, or by any other person; 

   
2.16.3 the use of Services in excess of a Customer’s Credit Limit (if any) or Company’s 

failure to receive an advance payment (if so required) for Services provided 
hereunder; or  

 
2.16.4 Customer’s provision of false or misleading information in its Service Order or in 

any other document delivered by Customer to the Company. 
 

2.17 Restoration of Services 
 

The Company shall restore any Terminated Services in accordance with Regulation, including 
but not limited to charging the Customer a reconnection fee as set forth in Section 4.3. 
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2.18 Disclaimer 
 

The Company will have no liability whatsoever to User, to its employees, agents, 
subcontractors, or assignees, or to any other person for (i) damages arising out of any Other 
Providers’ Performance Failure, (ii) any act or omission of any third party furnishing 
equipment, facilities or service to any User in connection with this Tariff or with the Services, 
or (iii) any other act or omission of any Other Provider, User or third party related to the use 
or provision of Services hereunder. 

 
THE COMPANY DISCLAIMS ALL REPRESENTATIONS AND WARRANTIES, 
EPRESS OR IMPLIED, INCLUDING WITHOUT LIMITATION, ANY IMPLIED 
WARRANTY OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE 
FOR OR IN CONNECTION WITH THE PROVISION OF SERVICES HEREUNDER.   

 
2.19 Limitation of Liability 

 
2.19.1 Except as caused by its willful misconduct or negligence, the Company’s liability 

with respect to any action, claim, judgment, damages, demand, liability or expense 
(including without limitation reasonable attorney’s fees) (i) brought or incurred by 
any User or any other party in connection with the installation, provision, 
preemption, termination, maintenance, repair or restoration of Service, or (ii) arising 
from any Performance Failure, will in no event exceed an amount equal to the 
Service charges incurred by User for the month during which the Service was 
affected.  Such amount will be in addition to any amounts that may otherwise be due 
User as Credits or Credit Allowances pursuant to the provisions of Section 2.21 
hereof. 

 
2.19.2 To the extent permitted by any applicable Regulation, the Company’s liability for 

negligence will also be limited to the amounts described in Section 2.19.1 hereof. 
 

2.19.3 To the extent permitted by any applicable Regulation, the Company’s liability for 
gross negligence will also be limited to the amounts described in Section 2.19.1 
hereof. 
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2.19 Limitation of Liability (cont.) 
 

2.19.4 In no event will the Company be liable for loss of profits (even if the Company has 
been advised of the possibility of such loss) or for any indirect, incidental, special, 
consequential, exemplary or punitive damages whatsoever arising, directly or 
indirectly, from or in connection with the provision or use of Services hereunder. 

 
2.19.5 Except as caused by its willful misconduct or negligence, the Company will not be 

liable for defacement of or damages to Users’ premises or for any personal injury or 
death arising, directly or indirectly, from the furnishing of Services, including 
without limitation the installation or removal of any facilities, equipment or wiring 
associated therewith.  Customer is solely responsible for connecting any and all 
apparatus, equipment and associated wiring on Users’ premises to the Services, and 
no other Carrier or third party engaged in such activity is to be deemed an agent or 
employee of the Company in this undertaking. 

 
2.19.6 Any action or claim against the Company arising from any of its alleged acts or 

omissions in connection with this Tariff will be deemed waived if not brought or 
made in writing within sixty (60) days from the date that the alleged act or omission 
occurred.  
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2.20 Indemnification 
 

Subject to the limitations of liability set forth in Section 2.19 hereof, the Company and the 
Customer shall defend, indemnify, and hold each other harmless from and against any and all 
actions, claims, judgments, damages, demands, liabilities, and expenses, including without 
limitation reasonable attorney’s fees, resulting from injury to or death of any person 
(including injury to or death of their employees) or from the loss of or damage to tangible real 
or tangible personal property or to the environment, to the extent that such injury, death, loss 
or damage was proximately caused by any negligent act or omission on the part of the party 
from whom indemnity is sought, or on the part of its agents, employees, subcontractors or 
assignees, in connection with the provision or use of the Services.  The indemnifying party 
under this Section 2.20 shall defend the other at the other’s request against any such action, 
liability, claim or demand.  The party seeking indemnification under this Section 2.20 must 
notify the other promptly of written claims or demands for which the indemnifying party is 
responsible hereunder. The Company and the Customer, as the case may be, shall cooperate 
fully with the other in the course of such indemnification, and the indemnifying party shall 
control such defense and the right to litigate, settle, appeal (provided it pays the cost of any 
required appeal bond), compromise or otherwise deal with any such claim or resulting 
judgment, provided that such settlement, compromise or other resolution of said claim does 
not result in any liability to the indemnified party.   
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2.21 Credits and Credit Allowances 
 

2.21.1 Credits (“Credit(s)”) to the Customer’s fixed charges, if any, for Interruptions (other 
than Scheduled Interruptions or Interruptions caused by Other Providers for which a 
Credit Allowance is due the Company as described in Section 2.21.2 hereof) which 
(i) exceed in the aggregate twenty-four (24) hours per month, (ii) are directly caused 
by the Company, (iii) are not due to either equipment or wiring supplied by any 
person other than the Company, and (iv) are not due to the negligence or willful 
misconduct of the User, its employees, subcontractors, agents, or assignees, will be 
applied to Customer’s account with the Company.  Such Credits are to be calculated 
by multiplying the fixed monthly, recurring rate (if any) for the affected Service by 
the ratio that the number of hours the Interruption bears to 720 hours (for the purpose 
of this computation, each month is deemed to have 720 hours).  An Interruption is 
measured from the time the Company detects, or the Customer notifies the Company 
of, its occurrence until such time as the Interruption is cured.  Each Interruption is to 
be considered separately for the purposes of this calculation and is be rounded to the 
nearest hour.   

 
2.21.2 In the event of an Interruption caused by Other Providers for which a credit or 

allowance (“Credit Allowance”) becomes due to the Company, the Company shall 
apply such Credit Allowance to Customer’s account, less an administration fee of 
twenty dollars ($20.00), subject to the Company’s collection of such Credit 
Allowance from the Other Provider obligated to provide same.  In no event will the 
Company be obligated to credit Customer any amounts in excess of any Credit 
Allowance allocable to Customer’s Interruption(s) which Company receives from the 
Other Provider.  Any other provision of this Section 2.21 notwithstanding, Company 
will have no obligation to apply any credit to Customer’s account for Interruptions 
caused by an Other Provider for which no Credit Allowance is due to the Company. 
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2.20 Credits and Credit Allowances (cont.) 
 

2.21.3 Except as otherwise set forth herein, Customer’s sole and exclusive remedy for any 
and all Performance Failures which consist of or give rise to Interruptions are Credits 
or Credit Allowances to the extent available under this Section 2.21; for any other 
Performance Failures or in the event Credits or Credit Allowances are unavailable 
(due to the fact, for example, that the Customer does not incur any fixed monthly 
recurring charges), Customer’s sole and exclusive remedy in lieu of said Credits or 
Credit Allowances will be an immediate right to Terminate Services prior to the 
expiration of the Minimum Service Period. 

 
2.22 Minimum Service Period 

 
The Minimum Service Period will be for the term specified in Customer’s Service Order, 
which term must be no less than thirty (30) days.  This MSP will automatically renew for 
subsequent terms of equal duration.  Either the Company or the Customer may elect not to 
renew any MSP by written notice to the other no later than thirty (30) days prior to the 
expiration date of said MSP. 
 

2.23 Force Majeure   
 

The Company is excused from any Performance Failure due to causes beyond its reasonable 
control, including but not limited to acts of God, fire, floods, other catastrophes, insurrections, 
national emergencies, wars, labor disputes, or any Regulation or other directive, action or 
request of any Governmental Authority.  

 
2.24 Customer Premises  

 
Customer shall provide, without cost to Company, all equipment, space, conduit, and electric 
power required to terminate the Services at the User’s premises.  The Customer shall arrange 
for the Company, or for other Carriers as required, to have access to the User’s premises at all 
reasonable times for purposes of Service installation, Termination, inspection and repair.  
Customer shall be solely responsible for any damage to or loss of Company equipment while 
on the premises of User, unless such damage is caused by the negligence or willful 
misconduct of the Company, its employees, subcontractors or agents.   
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2.25 Full Force and Effect 
 

Should any provision or portion of this Tariff be held by a court or administrative agency of 
competent jurisdiction to be illegal, invalid, or unenforceable, the remaining provisions of this 
Tariff will remain in full force and effect.  

 
2.26 Cooperation   

 
Customer shall cooperate with the Company to the extent necessary for the Company to 
discharge its obligations hereunder and as reasonably requested by the Company.  
 

 
2.27 Governing Law   

 
This Tariff is to be governed by and construed in accordance with the rules and orders of the 
Commission and the laws of the State of South Carolina.  

 
 
2.28 Expanded Local Calling Area        

 
Except as otherwise permitted by law, the Company shall not assess any long distance charge 
for calls between (i) two telephones located within the same county, or (ii) two telephones 
within a twenty-two (22) mile radius of an exchange serving such telephones as such twenty-
two (22) mile calling areas are designated on maps on file with the Commission.  
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3.0 DESCRIPTION OF SERVICES 
 

3.1 Description of Services  
 

Services consist of (i) One Plus Service, (ii) Inbound Toll-Free Service, (iii) Travel Card 
Service, and (iv) Prepaid Calling Card Service, as described herein. 

 
3.1.1 One Plus Service is a switched, intrastate, telecommunications service that permits 

Users to establish communications between points within the State of South 
Carolina.  

 
3.1.2 Inbound Toll-Free Service is a switched, intrastate, incoming telecommunications 

service.  Customers shall be assigned an “800”, “888”, “877” or other Toll-Free  
incoming telephone number by the Company for termination and billing of Inbound 
Toll-Free Service calls.  

 
3.1.3 Travel Card Service is a switched, intrastate, telecommunications service which 

permits Users to establish communications between points within the State of South 
Carolina.  Users may utilize Travel Card Service to originate outbound, direct dial 
calls, via Company-provided toll free telephone numbers in order to complete 
switched, intrastate, telecommunications calls.  Travel Card Services are subject to 
the following terms and conditions.  

 
3.1.3.A  Unit Value.  Travel Card Services may be obtained from the 

Company, from Agents or from Customers at various per-minute 
or per-unit rates as set forth in Section 4.8, inclusive of all taxes.  
All Travel Card calls are measured in one (1) minute increments, 
rounded to the next higher full minute, except as otherwise set 
forth herein. 
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3.1.3.B  Other Conditions of Service 

 
(i) Travel Card calls to 700, 800, 888, 877, 900, 950 and 

other similar numbers will not be completed. 
 

(ii) Travel Cards may not be used to make operator assisted 
calls.  However, upon request, the Company’s customer 
service personnel will provide Customers with call 
completion assistance at no charge. 

 
(iii) Travel Cards may not be used to make third party billed 

calls or person-to-person calls.  
 

(iv) The Company will credit the account of a User’s Travel 
Card for calls that are interrupted or are subject to 
inadequate transmission due to Performance Failures.  
Credits will not apply to Interruptions, which are, (a) not  
reported to the Company by the Customer or User within 
ten (10) days after the Interruption; (b) not proximately  

 
caused by the Company or its Agents, or (c) caused, in 
whole or in part, by the User.  

 
(v) Travel Card Services may be marketed in conjunction 

with third parties for whom the Company serves as the 
common carrier. 

 
(vi) Travel Card charges include per minute or per unit usage  

                  charges and may also include a per call service charge.   
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3.1.4 Prepaid Calling Card Service.  Users may utilize Prepaid Calling Card Services to 
originate outbound, direct dial calls, via Company-provided telephone numbers in 
order to complete switched, intrastate, telecommunications calls.  Prepaid Calling 
Card Services are subject to the following terms and conditions.  
 
3.1.4.A Unit Value.  Prepaid Calling Cards may be obtained from the Company, 

from Agents or from Customers in 10, 20 or dollar denominations with a 
per-minute value as set forth in Section 4.9, inclusive of all taxes.  All 
Prepaid Calling Card calls are measured in one (1) minute increments, 
rounded to the next higher full minute.   

 
3.1.4.B Other Conditions of Service 

 
(i) Prepaid Calling Card calls to 700, 800, 888, 877, 900, 950 

and other similar numbers will not be completed.  
 

(ii) Calls may only be charged against a Prepaid Calling Card 
that has a sufficient available balance. 

 
(iii) Prepaid Calling Card balances will be reduced and 

depleted based upon User’s usage.  Users will be given 
notice (e.g., by automated operator intervention) one 
minute before the available card balance is depleted, 
based on the terminating location of the call.  When the 
balance is depleted, the call will be terminated. 

 
(iv) Third party billing and person-to-person calls may not be 

made with Prepaid Calling Cards.  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

3.0 Description of Services (Cont’d) 
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 (v) Some promotional Prepaid Calling Cards are non-

refundable and will expire on the date specified on the  
 card (or on the package in which the card is included) as 

applicable. 
 

(vi) The Company will credit the account of a User’s Prepaid 
Calling Card for calls that are interrupted or are subject to  
Inadequate transmission due to Performance Failures.  
Credits will not apply to Interruptions which are: (a) not 
reported to the Company by the Customer or User within 
ten (10) days after the Interruption; (b) not proximately 
caused by the Company or its Agents; or (c) caused, in 
whole or in part, by the User. 

 
3.1.4.C Prepaid Calling Card Recharge Option.  Users of a Prepaid Calling 

Card may be given the option of adding additional dollar or unit 
values to the Prepaid Calling Card account associated with that 
card by payment to the Company via a major credit card.  This 
recharge option may be available by contacting the Company’s 
customer service department.  The minute or unit value of a 
recharged Prepaid Calling Card is set forth in Section 4.9. 
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3.2 Timing of Calls 
 

The Customer’s monthly charges for Services provided hereunder are based upon either (i) 
the total time the User actually uses the Services (rounded to the increments set forth in 
Section 4), or (ii) the airline mileage between the originating and the terminating rate centers 
of each call as calculated using the V and H coordinates set forth in AT&T’s FCC Tariff No. 
10 on file with the Commission, and incorporated herein by reference.  The method of 
calculation of the airline mileage between rate centers is calculated according to the following 
formula.  

 
      The square root of: 
                                    
 _ (V1 - V2)2 + (H1 - H2)2 
 10 
 

Where V1 and H1 are the V and H coordinates of point 1, and V2 and H2 are the V and H 
coordinates of point 2.  The mileage is rounded up to an integer value to determine the airline 
mileage. 
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4.0 RATES  
 

4.1 Return Check Charge 
 

The Customer will be charged twenty dollars ($20.00) or the applicable statutory return check 
charge (if any), whichever is greater, whenever a check or draft presented for payment of 
Service is dishonored by the institution upon which it is drawn.  

 
4.2 Late Payment Charge 

 
Invoices unpaid after thirty (30) days shall incur a monthly finance charge on the unpaid 
balance at a rate equal to the lesser of one and one-half percent (1.5%) or the maximum rate 
permitted by law. 

 
4.3 Reconnection Fee 

 
A charge of twenty dollars ($20.00) or the applicable statutory charge for reconnection of 
Service (if any), whichever is greater, will apply whenever a User requests to be reconnected 
to the Services after the Company has Terminated the Services to User for any reason allowed 
by this Tariff.  

 
4.4 Promotions 

 
The Company may from time to time engage in special promotions of new or existing Service 
offerings of limited duration designed to attract new customers or to increase existing 
Customer awareness of a particular offering.  The promotional offerings are subject to the 
availability of the Services and may be limited to a specific geographical area or to a subset of 
a specific market group; provided, however, all promotional offerings shall be offered in 
accordance with applicable Regulations. 

 
4.5  Miscellaneous Rates and Charges 

 
The Company may adjust its rates and charges or impose additional rates and charges on its 
Customers in order to recover amounts it is required by governmental or quasi-governmental 
authorities to collect from, or pay to others, in support of statutory or regulatory programs.  
Examples of such programs include, but are not limited to, the Universal Service Fund, the 
Primary Interexchange Carrier Charge, and compensation to pay telephone service providers 
for the use of their pay telephones to access the Company’s Services. 
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4.6 One Plus Service Rates 
 

The following rates apply to all presubscribed One Plus Service Customers.  Calls are 
measured in six (6) second increments, rounded to the next higher increment.   

 
 

Rate Plans 
 

 
Day Rates 

 

 
N/Wkd./Eve. 

Rate 

 
Monthly 

Recurring 
Fee 

 
Initial 
Set-Up 

Fee 
  

Residential 
Plan I 

 

$0.099/min. $0.099/min. $0.00 $0.00 

Residential 
Plan II 

 

$0.112/min. $0.112/min. $3.95 $0.00 

Business 
Plan I 

 

$0.099/min. 
 

$0.099/min. 
. 

$0.00 $0.00 

Business 
Plan II 

 
$0.112/min. $0.112 min. $3.95 $0.00 

 
Business 
Dedicated 

 

 
$0.092/min. 

 
$0.092/min. 

 
$0.00 

 
$0.00 

 
 

4.7 Inbound Toll-Free Service Rates 
 

The following rates apply to all Customers of Inbound Toll-Free Service.  Calls are measured 
in six (6) second increments, rounded to the next higher full increment.                      

 
 

Rate Plans 
 

 
Day Rates 

 

 
N/Wkd./Eve. 

Rate 

 
Monthly 

Recurring 
Fee 

 
Initial 
Set-Up 

Fee 
Residential 

Plan I 
 

$0.099/min. $0.099/min. $2.00 $0.00 

Residential 
Plan II 

 

$0.112/min. $0.112/min. $2.00 $0.00 

Business 
Plan I 

 

$0.099/min. 
 

$0.099/min. 
. 

$2.00 $0.00 

Business 
Plan II 

 
$0.112/min. $0.112 min. $2.00 $0.00 
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 4.8 Travel Card Service Rates 
 

Rates for Travel Card Calls are as follows.  Calls are measured in one (1) minute increments, 
rounded to the next higher full minute.  

 
 
 Rate Plans 

 
  Day Rates 

 
N/Wkd./Eve. 
Rate 

 
 Monthly 
 Recurring 
 Fee 

 
 Initial 
 Set-up 
 Fee 

 
 Plan 1 
 

 
 $0.15/min.  

 
 $0.15/min. 

 
 $0.00 

 
 $0.35  

 
 

4.9 Prepaid Calling Card Service Rates 
 

Rates for calls made with a Prepaid Calling Card are as follows.  Calls are measured in one 
(1) minute increments, rounded to the next higher full minute.  

 
 

4.9.1 Prepaid Calling Card Service Rates 
 

4.9.1.A Intrastate Rate 
 

 
 Rate Plans 

 
  Day Rates 

 
 N/Wkd./Eve. Rate 

 
 Per Call 
 Fee 

 
Plan 1 
 

 
1Unit/Min. 
$0.17/min.  

 
1 Unit/Min. 
$0.17/min. 

 
 $0.35  
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4.10 Payphone Compensation Surcharge 
 

Customer dialed 800, 888, 877 and “10XXX” calls originated from pay telephones to obtain 
access to the Company’s Services will incur a per-call surcharge of $0.75.    

 
4.11 Directory Assistance 

 
Access to long distance directory assistance may be obtained by dialing 411 or1+(area 
code)+555-1212.  User will be charged (or Customer will be billed) $0.95 for each intrastate 
directory assistance call.  The directory assistance charge applies to each call regardless of 
whether the directory assistance bureau is able to furnish the requested telephone number.   
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4.12 Rates for Hearing or Speech Impaired 
 

For medically certified hearing or speech impaired Users who communicate via a TDD, the 
Company will issue upon request a credit in an amount of 25% of the regularly billed charges 
under Section 2.6 for calls made between TDDs.  The credit will appear on the Customer’s 
subsequent bill.   

 
4.13 Application Periods   

 
The following application periods apply to the rates established in this Section 4.  

 
                                                                                                              
                                                                  

MON.    TUES.    WED.    THU.    FRI.    SAT.   SUN.   
                                                                                                              
 
 8:00 AM   
    to            Day Rate Period                  N/Wkd 
 5:00 PM |-----------------------------------------------| |------------------| 
                                                                  
                                                                                                              
                                                                 
 5:00 PM                                                         
   to   Evening Rate Period           N/Wkd   
Eve. 
11:00 PM |----------------------------------------------||--------||----------| 
                                                                 
                                                                                                                                                                                
11:00 PM                                                         
   to   Night/Weekend Rate Period                    
 8:00 AM |-------------------------------------------------------------------| 
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4.14 Holiday 
 

On Holidays the rate applicable is the Evening rate unless a lower rate would normally apply. 
 

4.15 Computation of Charges 
 

4.15.1 Calls will be billed in increments of either (i) an initial thirty (30) seconds period and 
additional periods of six (6) seconds, (ii) an initial sixty (60) seconds period and 
additional periods of thirty (30) seconds, or (iii) an initial one (1) minute period and 
additional periods of one (1) minute, as set forth in Sections 3 and 4 herein.   Where 
answer supervision is available, the time of each call begins as set forth in 
Subsection 4.15.2 below, and ends when the calling party disconnects.  In no event 
will the time of a call be deemed to begin prior to sixty (60) seconds from the time of 
intervention by an operator or automated equipment with respect to said call, except 
where answer detection capability exists. 

 
4.15.2 Where answer supervision is available, the time of a call begins when the called 

station is answered, as determined by the standard industry methods selected by the 
applicable Other Provider.  The Company will not knowingly bill any Customer for 
unanswered calls.  Upon the Customer’s request, the Company shall promptly refund 
or credit, as the case may be, payments or charges for any unanswered call 
inadvertently billed due to the unavailability of Feature Group D or to the LEC’s 
failure to provide answer supervision.  Where answer supervision is not available, 
any call for which the billed duration exceeds one minute shall be presumed to have 
been answered. 
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5. MAXIMUM RATES 
 

The Company’s business services are being regulated pursuant to the procedures descried and set 
out in Order Nos. 95-1734 and 96.55 in Docket No. 95-661-C.  The Company is not required to 
tariff maximum rates for its business services, consumer card, operator service, future private line, 
and customer network-type offerings.  Accordingly, the maximum rates below apply only to 
residential lines. 
 
5.1  One Plus Service 

 
 
 Rate Plans 

 
  Day Rates 

 
 N/Wkd./Eve. Rate 

 
Monthly 

Recurring 
Fee 

 
Initial 
Set-up 

Fee 
 
Plan 1 
 

 
$0.20/Min. 

 
$0.20 

 
 $0.00 

 
$0.00 

 
 

5.2 Inbound Toll-Free Service 
 

 
 Rate Plans 

 
  Day Rates 

 
 N/Wkd./Eve. Rate 

 
 Initial  
        Set-up Fee 

 
Plan 1 
 

 
         $0.24/min. 

 
$0.00 

 
 $0.00  
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6. MARKETING GUIDELINES 
 

As a telephone utility under the regulation of the Public Service Commission of South Carolina, the 
Company hereby affirms that as a reseller of interexchange telecommunications service, it will not 
indulge or participate in deceptive or misleading telecommunications marketing practices to the 
detriment of customers in South Carolina, and it will comply with the marketing procedures, if any, 
set forth by the Public Service Commission.  Additionally, it will be responsible for the marketing 
practices of its contracted telemarketers for compliance with this provision.  It understands that 
violation of this provision could result in a rule to show cause as to the withdrawal of its certification 
to complete interexchange telecommunications traffic within the state of South Carolina. 

 
 
 



 

 EXHIBIT H 
 
 
 PROPOSED ACCESS SERVICES TARIFF 
 TARIFF NO. 3 
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Fonix Telecom, Inc. 
 

Intrastate Access Service Tariff 
 
 

This Tariff, filed with the South Carolina Public Service Commission, contains regulations, rates and 
charges applying to the provision of Access Services for connection to intrastate communications facilities 
for customers within the operating territory of the State of South Carolina by Fonix Telecom, Inc., (the 
“Company”). 
 
Access Services are provided by means of wire, fiber optics, radio or any other suitable technology or a 
combination thereof. 
 
Not all services described in this tariff are available from every wire center.  The services available from 
each specific wire center are listed in the National Exchange Carrier Association, Inc., Tariff FCC No. 4. 
 
This Tariff is on file with the South Carolina Public Service Commission.  Copies may be inspected during 
normal business hours at the following locations: 
 
 Fonix Telecom, Inc. 
 9350 South 150 East 
 Suite 700 
 Sandy, Utah 84070 
 801-553-6600 
 
 or 
 
 South Carolina Public Service Commission 
 Koger Executive Center 
 101 Executive Center Drive 
 P.O. Drawer 11649 
 Columbia, South Carolina 29211 
 1-803-896-5100 
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CHECK SHEET 
 

Pages 1 to 71, inclusive, of this tariff are effective as of the date shown.
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CONCURRING, CONNECTING AND OTHER PARTICIPATING CARRIERS 
 

CONCURRING CARRIERS 
 

No concurring carriers 
 

CONNECTING CARRIERS 
 

No connecting carriers 
 
 

OTHER PARTICIPATING CARRIERS 
 

No participating carriers 
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EXPLANATION OF SYMBOLS AND ABBREVIATIONS 
 

SYMBOLS 
 

   
(D) - To signify discontinued rate or regulation 
(I) - To signify a rate increase 
(M) - To signify matter relocated without change 
(N) - To signify new rate or regulation 
(R) - To signify rate reduction 
(T) - To signify a change in text but no change in rate or regulation 
 -  
 - ABBREVIATIONS 
 -  
ACNA - Access Customer Name Abbreviation 
ANI - Automatic Number Identification 
BAN - Billing Account Number 
BIP - Billing Interconnection Percentage 
Bps - Bits per second 
BRI ISDN - Basic Rate Interface Integrated Services Digital Network 
CCL - Carrier Common Line 
CIC - Carrier Identification Code 
CKR - Customer Circuit Identification Record 
CO - Central Office 
CPE - Customer Premise Equipment 
EUCL - End User common Line/Line Recovery Charge 
FCC - Federal Communications Commission 
FGB - Feature Group B 
FGD - Feature Group D 
ICB - Individual Case Basis 
IDDD - International Direct Distance Dialing 
IXC - Interexchange Carrier 
Kbps - Kilobits per second 
LATA - Local Access and Transport Area 
LEC - Local Exchange Carrier 
LOA - Letter of Authorization 
Mbps - Megabits per second 
NPA - Numbering Plan Area 
NPAS - Number Portability Access Service 
PIC - Primary Interexchange Carrier 
PICC - Presubscribed Interexchange Carrier Charge/Interexchange Access Charge 
PIU - Percent Interstate Usage 
PRI ISDN - Primary Rate Interface Integrated Services Digital Network 
RSM - Remote Switching Module 
RSS - Remote Switching System 
SCP - Service Control Point 
SS7 - Signaling System 7 
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REFERENCE TO OTHER TARIFFS 
 

Whenever a reference is made within this Tariff to other tariffs of the Company or to tariffs of other 
entities, the reference is to the Tariff in force as of the effective date of this Tariff and to amendments 
thereto and successive issues thereof.
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1. APPLICATION OF TARIFF 
 

1.1 This Tariff contains regulations, rates and charges applicable to the provision of Carrier Common 
Line, End User Access, Interexchange Access Charge, Switched Access, and other miscellaneous 
services, hereinafter referred to collectively as service(s), provided to customers by the Company. 

 
1.2 The operating territory of the Company comprises the geographic areas for which the Company is 

certified to operate in the State of South Carolina.  These areas are specified by identification of the 
exchanges established by the company for the administration of communications services.  
Exchanges are related to the central office(s) and their corresponding NXX code(s).  The NXX 
codes assigned to the Company’s central offices are specified in the National Exchange Carrier 
Association, Inc., Tariff  FCC No. 4.  

 
1.3 The provision of such services by the Company as set forth in this tariff does not constitute a joint 

undertaking with the customer for the furnishing of any service. 
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2. GENERAL REGULATIONS 
 

2.1 Undertaking of the Company 
 

2.1.1 Scope 
 

A. The Company undertakes to furnish intrastate telecommunications services pursuant 
to the terms of this tariff.  The Company’s service is available twenty-four per day, 
seven days per week, except as set forth in other sections of  this tariff. 

 
B. The provision of such services by the Company as set forth in this tariff does not 

constitute a joint undertaking with the customer for the furnishing of any service. 
 
C. The Company arranges for installation, operation and maintenance of the service 

provided in this tariff for the customer in accordance with the terms and conditions 
set forth herein.  Company facilities are to be used only for Company provided 
services or equipment. 

 
D. The furnishing of service under this tariff is subject to the availability on a 

continuing basis of all the necessary facilities and is limited to the capacity of the 
Company’s facilities as well as facilities the Company may obtain from other 
carriers to furnish service from time to time as required, at the sole discretion of the 
Company. 

 
E. Customers and users may use services and facilities provided under this tariff to 

obtain access to services offered by other service providers.  The Company is 
responsible under this tariff only for the services and facilities provided hereunder, 
and it assumes no responsibility for any service provided by any other entity that 
purchases access to the Company network in order to originate or terminate its own 
services, or to communicate with its own customers. 

 
F.  The Company shall, for maintenance purposes, test its services only to the extent 

necessary to detect and/or clear trouble. 
 
G. Facilities utilized by the Company to provide service under the provisions of this 

tariff shall remain the property of the Company. 
 
H. The Company does not warrant that its facilities and services meet standards other 

than those set forth in this tariff. 
 

2.1.2 Limitations 
 

A. The use and restoration of services shall be in accordance with Part 64, Subpart D, 
Appendix A, of the Federal Communications Commission’s Rules and Regulations. 

 
B. Directory listings will not be furnished as a part of the services provided under this 

tariff.
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2. GENERAL REGULATIONS (Continued) 
 
 2.1 Undertaking of the Company  (Continued) 
 

2.1.3 Liability 
 

A. The Company’s liability for its willful misconduct, if any, is not limited by this 
tariff.  With respect to any other claim or suit, by a customer or by any others, for 
damages associated with the installation, provision, preemption, termination, 
maintenance, repair or restoration of service, and subject to the provisions of (B) 
through (H) following, the Company’s liability, if any, shall not exceed an amount 
equal to the proportionate charge for the service for the period during which the 
service was affected.  This liability for damages shall be in addition to any amounts 
that may otherwise be due the customer under this tariff as a credit allowance for a 
service interruption.  No action or proceeding against the Company shall be 
commenced more than one year after the services rendered. 

 
B. The Company shall not be liable for any act or omission of any other carrier or 

customer providing a portion of a service, nor shall the Company for its own act or 
omission hold liable any other carrier or customer providing a portion of a service. 

 
C. The Company is not liable for damages to the customer’s premises resulting from 

the furnishing of a service, including the installation and removal of equipment and 
associated wiring, unless the damage is caused by the Company’s negligence. 

 
D.  When a Customer is provided service under this tariff, the Company shall be 

indemnified, defended and held harmless by the customer against any claim loss or 
damage arising from the customer’s use of services offered under this tariff, 
involving: 

 
1. Claims for libel, slander, invasion of privacy, or infringement of copyright 

arising from the customer’s own communications; 
 

2. Claims for patent infringement arising from the customer’s acts combining or 
using the service furnished by the Company in connection with facilities or 
equipment furnished by the customer; or 
 

3. All other claims arising out of any act or omission of the customer in the course 
of using services provided pursuant to this tariff. 

 
E. The Company does not guarantee or make any warranty with respect to its services 

when used in an explosive atmosphere.  The Company shall be indemnified, 
defended and held harmless by the customer from any and all claims by any person 
relating to the customer’s use of the services so provided. 

 
F. No license under patents (other than the limited license to use) is granted by the 

Company or shall be implied or arise by estoppel, with respect to any service offered 
under this tariff.  The Company will defend the customer against claims of patent 
infringement arising solely from the use by the customer of services offered under 
this tariff and will indemnify such customer for any damages awarded based solely 
on such claims.
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2. GENERAL REGULATIONS (Continued) 
 
 2.1 Undertaking of the Company (Continued) 
 

2.1.3 Liability (Continued) 
 

G. The Company’s failure to provide or maintain services under this tariff shall be 
excused by labor difficulties, governmental orders, civil commotion, criminal 
actions taken against the Company, acts of God and other circumstances beyond the 
Company’s reasonable control.  However, credit allowance for service interruptions 
as specified in 2.5.4 (Credit Allowance for Service Interruptions) will apply. 

 
H. The Company makes no warranties or representations, express or implied either in 

fact or by operations of law, statutory or otherwise, including warranties of 
merchantability or fitness for a particular use, except those expressly set forth 
herein. 

 
2.1.4. Provision of Services 
 

A. the Company will provide to the customer, upon reasonable notice, services offered 
in this tariff at the specified rates and charges, to the extent that such services are or 
can be made available with reasonable effort and after provisions have been made 
for the Company’s Local Telephone Exchange Service.  The Company reserves the 
right to limit or to allocate the use of existing facilities, or of additional facilities 
offered by the Company, when necessary because of a lack of facilities, or due to 
any other cause beyond the Company’s control. 

 
B. In the event that the customer’s request cannot be fulfilled with existing facilities 

and equipment or the request is not consistent with the Company’s filed tariffs, 
alternative designs may be provided by the Company.  Additionally, the Company 
will work with the customer to reach an agreeable solution. 

 
C. Standard jacks are used where appropriate to terminate services. 
 
D. Except as provided for equipment and systems subject to FCC Part 68 Regulation at 

47 C.F.R. Section 68.110(b), the Company may, where such action is reasonably 
required in the operation of its business: 

 
1. Substitute, change or rearrange any facilities used in providing service under 

this tariff, including, but not limited to: 
 

− Substitution of different metallic facilities, 
− Substitution of carrier or derived facilities for metallic facilities used 

to provide other than metallic facilities, and  
− Substitution of metallic facilities for carrier or derived facilities used 

to provide other than metallic facilities; 
 

2. Change minimum network protection criteria; 
 

3. Change operating or maintenance characteristics of facilities; or  
 

4. Change operations or procedures of the Company. 
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2. GENERAL REGULATIONS (Continued) 
 
 2.1 Undertaking of the Company (Continued) 
 

2.1.4 Provision of Services (Continued) 
 
E. The Company will provide the customer reasonable notification of service-affecting 

activities that may occur in normal operation of its business.  Such activities may 
include, but are not limited to, equipment or facilities additions, removals or 
rearrangements, routine preventative maintenance and major switching machine 
change-out.  Generally, such activities are not limited to a specific service, but affect 
may customer services.  No specific advance notification period is applicable to all 
service activities.  The Company will work cooperatively with the customer to 
determine the notification requirements. 

 
F. The Company will work cooperatively with the customer to develop network 

contingency plans in order to maintain maximum network capability following 
natural or man-made disasters which affect telecommunications services. 

 
2.1.5 Operation and Maintenance 
 

A. Maintenance of Service 
 
 The Company shall maintain the services provided under this tariff.  The customer 

or others may not rearrange, move, disconnect, remove or attempt to repair any 
facilities provided by the Company, other than by connection or disconnection to 
any interface means used, except with the written consent of the Company. 

 
B. Availability of Testing 
 
 The services provided under this tariff shall be available to the Company at times 

mutually agreed upon in order to permit the Company to make tests and adjustments 
appropriate for maintaining the services in satisfactory operating condition.  Such 
tests and adjustments shall be completed within a reasonable time.  No credit will be 
allowed for any interruptions involved during such tests and adjustments. 

 
C. Interference or Impairment 
 
 The characteristics and methods of operation of any circuits, facilities or equipment 

provided by other than the Company and associated with the facilities utilized to 
provide services under this tariff shall not interfere with or impair service over any 
facilities of the Company, its affiliated companies or its connecting and concurring 
carriers involved in its services, cause damage to their plant, impair the privacy of 
any communications carried over their facilities or create hazards to the employees 
of any of them or the public. 

  
 The Company will, when possible notify the customer that temporary 

discontinuance of the use of a service may be required, except as provided for 
equipment or systems subject to FCC part 68 Rules in 47 C.F.R. section 68.108, if 
such characteristics or methods of operation are not in accordance with (A) 
preceding.  Where prior notice is not practicable, nothing contained herein shall be 
deemed to preclude the Company’s right to temporarily discontinue the use of a 
service if such action is reasonable under the circumstances.  In case of such 
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2. GENERAL REGULATIONS (Continued) 
 
 2.1 Undertaking of the Company (Continued) 
 
  2.1.5 Operation and Maintenance (Continued) 
 

C. Interference or Impairment (Continued) 
 
 temporary discontinuance, the customer will be promptly notified and afforded the 

opportunity to correct the condition which gave rise to the temporary 
discontinuance. 

 
 During such period of temporary discontinuance, allowance for interruption of 

services as set forth in 2.5.4 (Credit Allowance for Service Interruptions) is not 
applicable. 

 
2.1.6 Refusal and Discontinuance of Services 
 

A. The Company may refuse additional applications for service or discontinue the 
provision of services as set forth in (1) and (2) following, unless the provisions of 
2.1.5(C) (Interference or Impairment) or 2.3.2 (Connections) apply, when the 
customer fails to comply with: 

 
− 2.1.5(A) (Maintenance of Service), 
− 2.1.5(B) (Availability of Testing), 
− 2.3.4 (Damages), 
− 2.4 (Jurisdictional Report Requirements), or 
− 2.5 (Billing Regulations) – including any payments to be made by the 

customer on the dates and times herein specified. 
 

On thirty (30) days’ written notice by Certified U.S. Mail (return receipt requested) 
to the person designated by that customer to receive such notices of noncompliance, 
the Company may: 
 
1. Refuse additional applications for service and/or refuse to complete any 

pending orders for service by the noncomplying customer at any time 
thereafter.  If the Company does not refuse additional applications for service 
on the date specified in the thirty (30) days’ notice, and the customer’s 
noncompliance continues, nothing contained herein shall preclude the 
Company’s right to refuse additional applications for service to the 
noncomplying  customer without further notice; or  
 

2. Discontinue the provision of the services to the noncomplying customer at any 
time thereafter.  In the case of such discontinuance, all applicable charges, 
including termination charges, shall become due.  If the Company does not 
discontinue the provision of the services involved on the date specified in the 
thirty (30) days’ notice and the customer’s noncompliance continues, nothing 
contained herein shall preclude the Company’s right to discontinue the 
provision of the services to the noncomplying customer without further notice. 

 
B. When access service is provided by more than one Company, the companies 

involved in providing the joint service may individually or collectively deny service  
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2. GENERAL REGULATIONS (Continued) 
 
 2.1 Undertaking of the Company (Continued) 
 
  2.1.6 Refusal and Discontinuance of Services (Continued) 
 

B. Interference or Impairment (Continued) 
 

to a customer for nonpayment.  Where the telephone companies affected by the 
nonpayment are incapable of effecting discontinuance of service without 
cooperation from the other joint providers of Switched Access Service, such other 
telephone companies will, if technically feasible, assist in denying the joint service 
to the customer.  Service denial for such joint service will only include calls which 
originate or terminate within, or transit, the operating territory of the telephone 
companies initiating the service denial for nonpayment.  When more than one of the 
joint providers must deny service to effectuate termination for nonpayment, in cases 
where a conflict exists in the applicable tariff provisions, the tariff regulations of the 
Company where the customer end office is located shall prevail for joint service 
discontinuance provisions. 
 

C. If the National Exchange Carrier Association, Inc. (NECA), notifies the Company 
that the customer has failed to comply with the Section 8 Lifeline Assistance and 
universal Service Fund charges of NECA Tariff FCC No. 5, including any 
customer’s failure to make payments on the date and times specified therein, the 
Company may, on thirty (3)) days’ written notice to the customer by Certified U.s. 
Mail, take any of the following actions: 

 
1. Refuse additional applications for service; 
2. Refuse to complete any pending orders for service; or 
3. Discontinue the provision of service to the customer.  In the case of 

discontinuance, all applicable charges, including termination charges, shall 
become due. 

 
2.1.7 Provision and Ownership of Telephone Numbers 
 

The Company reserves the reasonable right to assign, designate or change telephone 
numbers, any other call number designations associated with access Services or the 
Company serving central office prefixes associated with such numbers, when necessary, 
in the conduct of the Company’s business.  Should it become necessary to make a change 
in such numbers, the Company will furnish to the customer, by Certified U.S. Mail on six 
(6) months’ notice, the effective date and an explanation of the reasons for such changes.
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2. GENERAL REGULATIONS (Continued) 
 
 2.2 Assignment and Transfer of Facilities 
 

A. The customer may assign or transfer (e.g., mergers, acquisitions, consolidations) the use of 
services provided under this tariff except where there is no interruption of use or relocation of 
the services, such as assignment or transfer to: 

 
1. Another customer, whether an individual, partnership, association or corporation, 

provided the assignee or transferee assumes all outstanding indebtness for such services, 
the unexpired portion of the minimum period and the termination liability applicable to 
such services, if any; or 
 

2. A court appointed receiver, trustee or other person acting pursuant to law in bankruptcy, 
receivership, reorganization, insolvency, liquidation or other similar proceeding, provided 
the assignee or transferee assumes the unexpired portion of the minimum period and the 
termination liability applicable to such services, if any. 

 
B. In all cases of assignment or transfer, the written acknowledgment of the Company is required 

prior to such assignment or transfer and such acknowledgment shall be made within fifteen 
(15) days from the receipt of notification.  The assignee or transferee (new customer) shall 
provide to the Company the written release of the use of such services from the assignor or 
transferor (former customer).  All regulation, conditions and applicable charges, as set forth in 
this tariff, shall apply to such assignee or transferee. 

 
C.  The assignment or transfer of services does not relieve or discharge the assignor or transferor 

from remaining jointly or severally liable with the assignee or transferee for any obligations 
existing at the time of the assignment or transfer. 

 
2.3 Obligations of the Customer 
 

2.3.1 Design of Customer Services 
 

Subject to the provisions set forth in 2.1.4 (Provision of Services), the customer shall be 
solely responsible, at its own expense, for the overall design of its services and for any 
redesigning or rearrangement of its services which may be required because of changes in 
facilities, operations or procedures of the Company, minimum network protection 
criteria, operating or maintenance characteristics of the facilities. 
 

2.3.2 Connections 
 

Facilities furnished under this tariff may be connected to customer-provided terminal 
equipment in accordance with the provisions of this tariff. 
 

2.3.3 Equipment, Space and Power 
 

The customer shall furnish, or arrange to have furnished, to the Company, at no charge, 
an environment conducive to the operation of equipment, as well as the space and 
electrical power required by the Company to provide services under this tariff at the 
points of termination of such services.  The selection of ac or dc power shall be mutually 
agreed to by the customer and the Company.  The customer shall also make necessary 
arrangements in order that the Company will access to such spaces at reasonable times 
for installing, testing, repairing or removing services of the Company.



 Intrastate Access Service Tariff  
 South Carolina Public Service Commission Tariff No. 3 
Fonix Telecom, Inc.  Original Page No. 15 
 

Issued:   June 24, 2005               Effective:  
 By:  Michael Britt  
 V.P. Regulatory & Channel Development  
 Fonix Telecom, Inc.  
 9350 South 150 East, Suite 700  
 Sandy, Utah 84070  
 

2. GENERAL REGULATIONS (Continued) 
 
 2.3 Obligations of the Customer (Continued) 
 

2.3.4 Damages 
 

The customer shall reimburse the Company for damages to the Company facilities 
utilized to provide services under this tariff caused by the negligence or willful act of the 
customer or resulting from the customer’s improper use of the Company facilities, or due 
to malfunction of any facilities or equipment provided by other than the company.  
Nothing in the foregoing provision shall be interpreted to hold one customer liable for 
another customer’s actions.  Upon reimbursement for damages, the Company will 
cooperate with the customer in prosecuting a claim against the person causing such 
damage.  The customer shall be subrogated t the right of recovery by the Company for 
the damages to the extent of such payment. 
 

2.3.5 Claims and Demands for Damages 
 
 The customer shall defend, indemnify and save harmless the Company from and against 

any suits, claims and losses or damages, including punitive damages, attorneys fees and 
court costs by third person, arising out of the construction, installation, operation, 
maintenance or removal of the customer’s circuits, facilities or equipment connected to 
the Company’s services provided under this tariff including, without limitation, 
Workmen’s Compensation claims, actions for infringement of copyright and/or 
unauthorized use of program material, libel and slander actions based on the content of 
communications transmitted over the customer’s circuits, facilities or equipment, and 
proceedings to recover taxes, fines or penalties for failure of the customer to obtain or 
maintain, in effect, any necessary certificates, permits, licenses or other authority to 
acquire or operate the services provided under this tariff, provided; however, the 
foregoing indemnification shall not apply to suits, claims or demands that are based on 
the tortious conduct of the customer, its officers, agents or employees. 

 
2.3.6 Customer provided Reports 
 
 Customers may be required to provide certain reports in connection with the provision of 

access service.  The specific report requirements are provided in other sections of this 
tariff.
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2. GENERAL REGULATIONS (Continued) 
 

2.4 Jurisdictional Report Requirements 
 

A. For feature Group B or D Switched Access Service(s), where jurisdiction can be determined 
from the call detail, the Company will determine the projected Percent Interstate Usage (PIU) 
factor as follows;  the projected PIU factor will be developed on a monthly basis by end office, 
by dividing the measured interstate originating or terminating access minutes (the access 
minutes where the calling number is in one state and the called number is in another state) by 
the total originating or terminating access minutes. 

 
B. For terminating access minutes, in cases where the call detail is insufficient to allow for use of 

measured minutes, the customer has the option of providing the Company with a projected 
PIU factor.  Customers who provide a PIU factor shall supply the Company with an interstate 
percentage of FGD terminating access minutes for each account or state to which the customer 
may terminate traffic.  If a state level PIU is provided by the customer, the percentage will be 
applied to all accounts to which the customer may terminate traffic within the state.  If no 
projected PIU factor is provided, the Company will apply a 50%/50% PIU for interstate and 
intrastate terminating and 800 originating access minutes. 

 
C. Initial customer provided PIU factors must be furnished on the Access Service Request used to 

establish the service.  All other customer provided PIU factors, including all PIU factors 
provided in a report update, must be furnished via a letter. IU factors provided via a letter will 
be kept on file, and customers can designate when such PIUs are to apply to new or existing 
services.  Such designations may only be made for those customer provided PIU factors that 
have been furnished via a letter. 

 
D. Jurisdictional percentages must be expressed as a whole number (i.e., a number from 0 to 

100). 
 
E. Effective on the first of January, April, July and October of each year or otherwise negotiated 

date, the customer may update the interstate and intrastate jurisdictional report.  The customer 
shall forward to the Company, to be received no later than 15 days after the first of the month, 
a revised report showing the interstate and intrastate percentage of use for the past three 
months ending the last day of December, March, June and September, respectively, for each 
service arranged for interstate use.  Except where the Company is billing according to actual 
use by jurisdiction, the revised report will serve as the basis for the next three months billing 
and will be effective on the bill date for that service.  No prorating or back billing will be done 
based on that report.  If the customer does not supply the reports for those services where 
reports are needed, the Company will assume the percentage to be the same as those provided 
previously.  For those cases in which a quarterly report has never been received from the 
customer, the Company will assume the percentages to be the same as those calculated by the 
Company, as prescribed in A. and B. preceding. 

 
F. The customer reported projected PIU will be used for the apportionment of any monthly rates 

or nonrecurring charges associated with FGB or FGD Services until the end of the quarter 
during which the service was activated.  Thereafter, a projected interstate percentage for such 
apportionment will be developed quarterly by the Company based on the data used to project 
interstate percentage of use as set forth preceding.  Where call detail is insufficient to make 
such a determination, the customer will be requested to project an interstate percentage of use 
to be used by the Company for such apportionment. 
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2. GENERAL REGULATIONS (Continued) 
 
 2.4 Jurisdictional Report Requirements (Continued) 
 

G. The customer shall keep sufficient detail from which the percent of interstate use can be 
ascertained and upon request of the Company make the records available for inspection.  Such 
a request will be initiated by the Company no more than once per year.  The customer shall 
supply the data within 30 calendar days of the Company request.
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2. GENERAL REGULATIONS (Continued) 
 
 2.5 Billing Regulations 
 

2.5.1 Advance Payments 
 
 To safeguard its interests, the Company may require a customer to make an advance 

payment before services are furnished.  The advance payment will be credited to the 
customer’s initial bill.  An advance payment may be required in addition to a deposit. 

 
2.5.2 Deposits 
 

A. In order to safeguard its interest only, the Company may require a customer to make 
a deposit, prior to or at any time after the provision of a service to the customer, as a 
guarantee of the payment of rates and charges.  Such deposit is to be held by the 
Company as a guarantee of the payment of rates and charges.  The deposit may not 
exceed the estimated recurring charges for a two-month period.  

 
 The fact that a deposit has been made in no way relieves the Customer from 

complying with the Company’s regulations as to the prompt payment of bills.  At 
such time as the provision of service to the Customer is terminated, the amount of 
the deposit will be credited to the Customer’s account and any credit balance that 
may remain will be refunded. 

 
B. At the option of the Company, such a deposit may be refunded or credited to the 

customer’s account at any time prior to the termination of the provision of service to 
the customer.  Should a deposit be credited to the customer’s account, no interest 
will accrue on the deposit from the date such deposit is credited. 

 
 In the case of a cash deposit, interest will accrue at a rate that shall be equal to the 

current interest rate established by the Director of the public Utility Division for 
consumer deposits.  If the deposit is made within 30 days of receipt of deposit, no 
interest payment will be paid.  If the Company retains the deposit more than 30 
days, payment of interest shall be made retroactive to the date of deposit. 

 
 Payment of the interest to the customer shall be annually if requested by the 

customer, or at the time the deposit is returned or credited to the customer’s account.  
The deposit shall cease to draw interest on the date it is returned or credited to the 
customer’s account.  The deposit shall cease to draw interest after the 
discontinuance of service. 

 
2.5.3 Payment of Rates and Charges 
 
 For services provided under this tariff, the Company will bill in the following 

manner: 
 

− Charges or credits due to the customer for services established or 
discontinued during the preceding billing period will be billed on a current 
basis, 

− Recurring rates and charges for services to be provided during the next 
billing period will be billed in advance, and 

− Usage charges will be billed in arrears
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2. GENERAL REGULATIONS (Continued) 
 
 2.5 Billing Regulations (Continued) 
 
  2.5.3 Payment of Rates and Charges 
 

All bills are due when rendered (i.e., 30 days after or by the next bill date, as set forth in 
(A) following. 
 
Adjustments for the quantities of services established or discontinued in any billing 
period beyond the minimum period set forth for services in other sections of this tariff 
will be prorated to the number of days or fraction thereof based on a 30-day month. 
 
When a rate as set forth in this tariff is shown to more than two decimal places, the 
charges will be determined using the rate shown.  The resulting amount will then be 
rounded to the nearest penny (i.e., rounded to two decimal places). 
 
A. Past Due Charges 
 
 The Company may apply a late charge if any portion of the customer’s 

payment is received by the Company after the payment due date, or if any 
portion of the payment is received by the Company in funds which are not 
immediately available upon presentment.  The late payment charge shall be 
applied to the portion of the payment not received by the due date, multiplied 
by a factor.  The late factor shall be 1.5% per month.  Collection procedures are 
unaffected by the application of the late payment charge.  The late payment 
charge does not apply to final amounts. 

 
B. Billing Disputes Resolved in Favor of the Company 
 
 In the event that a billing dispute is resolved in favor of the Company, any 

payments withheld pending settlement of the dispute shall be subject to a late 
payment charge determined in accordance with (A) preceding and applied to 
such disputed charges.  Such annual rate will be applied for each month or 
portion thereof that such charges were unpaid. 

 
C. Billing Disputes Resolved in Favor of the Customer 
 
 In the event that a billing dispute is resolved in favor of the customer, no late 

payment charge will apply to the disputed amount and the customer will 
receive a credit equal to the overcharged amount.
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2. GENERAL REGULATIONS (Continued) 
 
 2.5 Billing Regulations (Continued) 

 
2.5.4 Credit Allowance for Service Interruptions 
 

A. General 
 
 Service is considered to be interrupted when it becomes unusable to the 

customer because of (1) a failure of a facility component used to furnish service 
under this tariff; (2) the protective controls applied by the Company result in 
the complete loss of service by the customer or (3) when service is interrupted 
due to labor difficulties, governmental orders, civil commotion, criminal 
actions taken against the Company, acts of God and other circumstances 
beyond the Company’s reasonable control.  An interruption period starts when 
an inoperative service is reported to the Company and ends when the service is 
operative. 

 
 The credit allowance for an interruption or for a series of interruptions shall not 

exceed: 
 

1. The applicable monthly rate, or 
2. The assumed minutes of use charge 

 
For calculating credit allowances, every month is considered to have 30 days. 
 

B. When a Credit allowance Applies 
 
 The customer will be credited for an interruption of 30 minutes or more at the 

rate of 1/1440 of the monthly charges for the facility or service for each period 
of 30 minutes or fraction thereof that the interruption continues after the initial 
30-minute interruption.  No credit will be allowed for an interruption period of 
less than 30 minutes. 

 
 A credit for service interruptions will be applied to Switched Access Service 

depending upon whether or not the interruption is billed on a measured, usage 
sensitive basis, a credit allowance does not apply. 
 
1. Credit Allowance for Usage Rated Services 

 
If the service experiencing an interruption is billed based on assumed 
minutes of use, credit shall be allowed for an interruption of greater than 
24 hours.  Such credit will be at the rate of 1/30th of the assumed minutes 
of use charge for each period of 24 hours or fraction thereof that the 
interruption continues. 
 
If the service experiencing an interruption is billed on a measured, usage 
sensitive basis, a credit allowance does not apply.
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2. GENERAL REGULATIONS (Continued) 
 
 2.5 Billing Regulations (Continued) 

 
2.5.4 Credit Allowance for Service Interruptions (Continued) 
 

2. Credit Allowance for Monthly Recurring Rated Services 
 

For Switched Access Services with monthly recurring rates, the charges 
for which a credit will apply due to service interruption will be the total of 
all monthly rate elements associated with the transport facility per DS1 or 
DS3, fixed per month and per mile per month, including any monthly 
rated features. 
 
No credit allowance shall be allowed for an interruption period of less than 
30 minutes.  The customer shall be credited for an interruption of 30 
minutes or more up to, and including, 2 hours at the rate of 1/1440 of the 
monthly charges for the facility for each period of 30 minutes or fraction 
thereof that the interruption continues after the initial 30 minute outage. 
 
In any month, as a result of the interruption, the total credit per rate 
element of the interrupted service may not exceed 100 percent of the 
monthly charge for that particular rate element. 
 

C. When a Credit Allowance Does Not Apply 
 

Credit allowances will not be made for the following: 
 
1. Interruptions caused by the negligence of the customer. 
2. Interruptions of a service due to the failure of equipment or systems 

provided by the customer or others. 
3. Interruptions of a service during any period in which the Company is not 

afforded access to the premises where the service is terminated. 
4. When the Company and the customer negotiate the release of the service 

for (1) maintenance purposes, (2) to make rearrangements or (3) to 
implement an order for a change in the service, a credit allowance does not 
apply during the negotiated time of release.  Thereafter, a credit allowance 
as set forth in (A) and (B) preceding does apply. 

5. Periods when the customer elects not to release the service for testing 
and/or repair and continues to use it on an impaired basis. 

 
D. Temporary of A Service 
 

In certain instances, the customer may be requested to surrender a service for 
purposes other than maintenance, testing or activity relating to a service order.  
If the customer consents, a credit allowance will be granted.  The credit 
allowance will be determined in the same manner as a credit for service 
interruptions as set forth in (A) preceding. 
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2. GENERAL REGULATIONS (Continued) 
 

2.6 Jointly Provided Access Services 
 

Jointly Provided Access Service occurs when a customer orders Switched Access Service to 
another Local Exchange Telephone Company to originate and terminate traffic to end users.  The 
Company will utilize a multiple bill billing arrangement whereby all recurring and nonrecurring 
charges for services provided by each Exchange Telephone Company are billed under each 
company’s applicable rates following industry standard Meet Point Billing Practices. 
 
The Company accepts and adheres to the Ordering and Billing Forum, Multiple Exchange Carrier 
Access Billing (MECAB) and Multiple Exchange Carrier Ordering and Design (MECOD) 
guidelines. 
 
The Company will handle ordering, rating and billing of Access Services under this tariff where 
more than one Exchange Telephone Company is involved in the provision of Access Services as 
follows: 
 
A. When FGB or FGD is ordered by a customer to an interconnection point of another Local 

Exchange Telephone Company connected to the Company’s network, the customer must 
provide the original order to the Local Exchange telephone Company, and must provide a 
copy of the order to this company. 

 
Each Local Exchange Telephone Company that accepts the order will provide the portion of the 
Switched Transport in its territory to an interconnection point with another Local Exchange 
Telephone Company, and will bill the service in accordance with its tariff(s).  The rates for 
Switched transport (fixed and per mile), are determined as follows: 
 

1. The total mileage for the service is computed using the V& H Coordinate Method set 
forth in National Exchange Carrier Association Tariff FCC No. 4 (NECA No. 4). 
 

2. A billing factor called the Billing Interconnection Percentage (BIP) is determined from 
NECA No. 4 directly. 
 

3. The company’s rates and charges are then multiplied by the appropriate quantity(ies) and 
the billing factor to obtain the charges for this company. 
 

B. The application of nondistance sensitive rate elements varies according to the rate structure 
and location of the facilities involved: 

 
1. When rates and charges are listed on a per point of termination basis, this company’s 

rates will be billed for the termination(s) within this company’s operating territory. 
 

2. When rates and charges are listed on a per unit basis, e.g., multiplexing, this company’s 
rates and charges will apply for the units located in this company’s operating territory. 
 

3. When rates and charges are developed on an individual case basis, such rates will be 
developed for the portion of the service provided by this company. 
 

4. When rates and charges are listed on a per service basis, these rates and charges will be 
billed. 
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2. GENERAL REGULATIONS (Continued) 
 
 
 2.6 Jointly Provided Access Services (Continued) 
 

B. (Continued) 
 
5. When rates and charges are listed on a per line or trunk installed basis, this company’s 

rates will be billed based on the number of lines or trunks specified by the customer on is 
order for access service placed with this company. 
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2. GENERAL REGULATIONS (Continued) 
 
2.7 Definitions 
 

Certain terms used herein are defined as follows: 
 

Access Code 
Denotes a uniform seven-digit code assigned by the Company to an individual customer.  The 
seven-digit code has the form 101XXXX or 950-XXXX. 
 
Access Customer Name Abbreviation (ACNA) 
Denotes a three alpha character code that identifies the customer to which the Access Service bill is 
rendered. 
 
Access Minutes 
Denotes that usage of exchange facilities in intrastate or foreign service for the purpose of 
calculating chargeable usage.  Access minutes are as described in Section 6 (Switched Access 
Service). 
 
Access Tandem 
Denotes a Company switching system that provides a concentration and distribution function for 
originating or terminating traffic between end offices and a customer’s premises. 
 
Answer/Disconnect Supervision 
Denotes the transmission of the switch trunk equipment supervisory signal (off-hook or on-hook) to 
the customer’s point of termination as an indication that the called party has answered or 
disconnected. 
 
Billing Account Number (BAN) 
Denotes a code that identifies the customer’s billing account to which Access Services are billed. 
 
Business Day 
Denotes the times of day that the Company is open for business.  Generally, these are 8:00 or (9:00 
A.M. to 5:00 or 6:00 P.M., respectively, with an hour for lunch, Monday through Friday, resulting 
in a standard forty (40) hour workweek.  However, Business Day hours for the Company may vary 
based on company policy, union contract and location. 
 
Call 
Denotes an attempt for which the complete destination code or a Carrier Access Code (e.g., 950-
XXXX, 101XXXX#, 0-00-) is provided in the originating direction or a complete destination code 
is provided in the terminating direction. 
 
Carrier Identification Code (CIC) 
Denotes a numeric code that is assigned by Bellcore to long distance carriers for the provisioning of 
Feature Group B and/or D trunk side Access Service.  The numeric code uniquely identifies the 
carrier. 
 
Central Office 
 
Denotes a local Company switching system where Telephone Exchange Service customer station 
loops are terminated for purposes of interconnection to each other and to trunks.
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2. GENERAL REGULATIONS (Continued) 
 

2.7 Definitions (Continued) 
 

Channel(s) 
Denotes an electrical or photonic, in the case of fiber optic based transmission systems, 
communications path between two or more points of termination. 
 
Common Line 
Denotes a line, trunk, pay telephone line or other facility provided under the general and/or local 
exchange service tariffs of the Company, terminated on a central office switch.  A common line-
residence is a line or trunk provided under the residence regulations of the general and/or local 
exchange service tariffs.  A common line-business is a line provided under the business regulations 
of the general and/or local exchange service tariffs. 
 
Customer(s) 
Denotes any individual, partnership, association, joint-stock company, trust, corporation or 
governmental entity or any other entity which subscribes to the services offered under this tariff, 
including both Interexchange Carriers (ICs) and End Users. 
 
End Office Switch 
Denotes a local Company switching system where Telephone Exchange Service customer station 
loops are terminated for purposes of interconnection to trunks.  Included are Remote Switching 
Modules (RSM) and Remote Switching Systems (RSS) served by a host office in a different wire 
center. 
 
End User 
Denotes any customer of an interstate or foreign telecommunications service that is not a carrier, 
except that a carrier other than a Company shall be deemed to be an “end user” when such carrier 
uses a telecommunications service for administrative purposes and a person or entity that offers 
telecommunications services exclusively as a reseller shall be deemed to be an “end user” if all 
resale transmissions offered by such reseller originate on the premises of such reseller. 
 
Entrance Facility 
Denotes a Switched Transport facility between a Company serving wire center and a customer 
premises that provides a customer with dedicated transport from the serving wire center to the 
customer’s premises. 
 
Exchange 
Denotes a unit, generally smaller than a Local Access and Transport Area, established by the 
Company for the administration of communications service in a specified area which usually 
embraces a city, town or village and its environs.  It consists of one or more central offices together 
with the associated facilities used in furnishing communications service within that area.  One or 
more designated exchanges comprises a given Local Access and Transport Area. 
 
Facility 
 
Denotes any one of the elements of physical telephone plant that is needed to provide access 
service, including switching systems, cables, fiber optic and microwave radio transmission systems.
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2. GENERAL REGULATIONS (Continued) 
 

2.7 Definitions (Continued) 
 

Feature Group 
Denotes a category of Switched Access Service differentiated by the technical characteristics, e.g., 
line side vs. trunk side connection at the Company entry switch. 
 
Host Office 
Denotes an electronic switching system which provides call processing capabilities for one or more 
Remote Switching Modules or Remote Switching Systems. 
 
Immediately Available Funds 
Denotes a corporate or personal check drawn on a bank account and funs which are available for 
use by the receiving party on the same day on which they are received and includes U.S. Federal 
Reserve bank wire transfers, U.s. Federal Reserve notes (paper cash), U.s. coins, U.S. Postal 
Money Orders and New York Certificates of Deposit. 
 
Individual Case Basis (ICB) 
Denotes a condition in which the regulations, if applicable, rates and charges for an offering under 
the provisions of this tariff are developed based on the circumstances in each case. 
 
Interexchange Carrier (IC) or Interexchange Common Carrier 
Denotes any individual, partnership, association, joint-stock company, trust, governmental entity or 
corporation engaged for hire in interstate or foreign communication by wire or radio, between two 
or more exchanges. 
 
International Direct Distance Dialing (IDDD) 
Denotes the capability of switching international calls with service prefix and address codes having 
more digits than are capable of being switched through a standard FGD equipped end office. 
 
Interstate Communications 
Denotes both interstate and foreign communications. 
 
Intrastate Communications 
Denotes any communications within a state subject to oversight by a state regulatory commission 
as provided by the laws of the state involved. 
 
Line Side Connection 
Denotes a connection of a transmission path to the line side of a local exchange switching system. 
 
Local Access and Transport Area (LATA) 
Denotes a geographic area established for the provision and administration of communications 
service.  It encompasses one or more designated exchanges, which are grouped to serve common 
social, economic and other purposes. 
 
North American Numbering Plan (NANP) 
Denotes a three-digit Numbering Plan Area (NPA) code and a seven-digit telephone number made 
up of a three-digit Central Office code plus a four-digit station number. 
 
Premises 
Denotes a building, or a portion of a building in a multi-tenant building, or buildings on continuous 
property (except railroad right-of-way, etc. not separated by a public highway.
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2. GENERAL REGULATIONS (Continued)  
 

2.7 Definitions (Continued) 
 

Query 
Denotes a request for specific information generated by a computer processor and sent to an 
application, i.e., a database, with a predefined set of possible responses. 
 
Remote Switching Modules (RSM) or Remote Switching Systems (RSS) 
Denotes small, remotely controlled electronic end office switches which obtain their call processing 
capability from an electronic switching system type Host Office.  The RSM/RSS cannot 
accommodate direct trunks to a customer. 
 
Service Control Point (SCP) 
Denotes a transaction processor based system that provides a network interface to various data base 
services.  For 800 Number Portability Access Service, the SCP contains routing instructions for 800 
service records that were downloaded from the SMS/800. 
 
Service Termination 
Denotes the connection of Access Service at a customer premise. 
 
Serving Wire Center 
Denotes the end office from which the customer designated premises would normally obtain dial 
tone from the Company for Local Exchange Service purposes. 
 
Signaling System 7 (SS7) 
Denotes the signaling protocol version 7 used in the Common Channel Signaling network based on 
the American National Standards Institute (ANSI) standards. 
 
Subtending End Office of an Access Tandem 
Denotes an end office that has final trunk group routing through the tandem. 
 
Tandem-Switched Transport Facility 
Denotes a Switched Transport facility between a Company hub office (when multiplexing occurs at 
an office other than the serving wire center) and an end office that provides a customer with 
transport to or from the end office by routing through an access tandem. 
 
Terminating Direction 
Denotes the use of Access Service for the completion of calls from an IC premises to an End User 
premises. 
 
Transmission Path 
Denotes an electrical path capable of transmitting signals within the range of the service offering.  
A voice grade transmission path is capable of transmitting voice frequencies within the 
approximate range of 300 to 3000Hz.  A transmission path is comprised of physical or derived 
channels consisting of any form or configuration of facilities typically used in the 
telecommunications industry. 
 
Trunk 
Denotes a communications path connecting two switching systems in a network used in the 
establishment of an end-to-end connection.
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2. GENERAL REGULATIONS (Continued) 
 

2.7 Definitions (Continued) 
 

Trunk Group 
Denotes a set of trunks which are traffic engineered as a unit for the establishment of connections 
between switching systems in which all of the communications paths are interchangeable. 
 
Trunk Side Connection 
Denotes the connection of a transmission path to the trunk side of a local exchange switching 
system. 
 
V and H Coordinates Method 
Denotes a method of computing airline miles between two points by utilizing an established 
formula that is based on the vertical (V) and horizontal (H) coordinates of the two points. 
 
800 Number Portability access Service (NPAS) 
Denotes a service that includes toll-free access services using the following dialing plans: 
800,888,877,866,855,844,833 and 822.  800, as used throughout this tariff, includes all 800-type 
toll-free dialing plans. 
 
800 Service Provider 
Denotes the entity that offers 800 access services to 800 subscribers.
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3. CARRIER COMMON LINE ACCESS SERVICE 
 

3.1 General Description 
 

Carrier Common Line Access Service is utilized for the provision of interstate or foreign 
telecommunications services and allows access to the Company common line facilities furnished to 
end users. 
 

3.2 Service Provisioning 
 

A. Where the customer is provided trunk side Switched Access Service as specified in Section 6 
(Switched Access Service), the Company will allow access to the Company common line 
facilities furnished to end users. 

 
B. The customer’s facilities shall provide the necessary on-hook and off-hook supervision. 
 
C. The following items are not provided as part of Carrier Common Line access Service: 

− Telephone number 
− Detail billing 
− Directory listing 
− Intercept arrangements 

 
3.3 Rate Regulations 
 

This section contains the specific regulations governing the rates and charges which apply for 
Carrier Common Line Access Service. 
 
The specific rates and charges are set forth in 3.4 (Rates and Charges).  Jurisdictional Report 
Requirements are set forth in 2.4 (Jurisdictional Reports).  Ordering, rating and billing procedures 
as specified in 2.6 (Jointly provided Access Service) will apply for access services where more than 
one Exchange Company is involved. 
 
3.3.1 Rate Elements 
 

A. Carrier Common Line Access Charges 
 

The Carrier Common Line rate category provides for the Company common line 
facilities between the customer’s end user and the end user’s end office.
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3. CARRIER COMMON LINE ACCESS SERVICE (Continued) 
 

3.3 Rate Regulations (Continued) 
 

3.3.2 CCL Usage Rates 
 

Usage rates for each line or trunk are rates that apply on a per unit basis, e.g., per minute 
of use, when a specific rate element is used.  Usage charges are accumulated over a 
monthly period. 
 
Carrier Common Line Access Service rates are applied to rated minutes based upon 
whether the minutes are classified as originating or terminating.  Originating calling 
permits the delivery of calls from Telephone Exchange Service locations to the 
customer’s premises.  Terminating calling permits the delivery of calls from the 
customer’s premises to Telephone Exchange Service locations. 
 
A. Originating rates apply to: 
 

− originating access minutes of use (excluding those to which terminating 
rates apply, as specified in (2) following); 

− originating 500, 700, 800 and 900 access minutes of use which are 
reported as minutes that terminate over a Switched Access Service that is 
assessed terminating Carrier Common Line Access Charges. Such 
originating minutes must be reported as specified in 3.3.2(C) (Percent 
Common Line Report). 

 
B. Terminating rates apply to: 
 

− terminating access minutes of use; 
− originating 500, 700, 800 and 900 access minutes of use for calls on which 

Carrier Common Line charges are not billed on the terminating end. 
 

C. Percent Common Line Report 
 

Customers must provide the Company with a Percent Common Line Report for 
originating interstate 500, 700, 800 and 900 traffic to identify the percentage of 
common line terminated traffic.  When the customer makes this report available to 
the Company in advance of billing, these minutes of use will be charged on the 
current bill as originating minutes of use. 
 

3.3.3 Determining Chargeable Access Minutes 
 

Chargeable access minutes are developed by the Company based upon recordings of 
customer traffic to end office or access tandem switches where recording capabilities 
exist.  If such recordings are unavailable, the Company develops chargeable access 
minutes through the use of assumed, factored or imputed minutes.  The regulations for 
determining the chargeable access minutes for Carrier Common Line Access Service are 
the same as those for Switched Access Service and are specified in 6.6.4 (Determining 
Chargeable Access Minutes).
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3. CARRIER COMMON LINE ACCESS SERVICE (Continued) 
 

3.4 Rates and Charges 
 

3.4.1 Carrier Common Line Access Charges 
       Rate per Access Minute 

− Originating                 $0.000000 
− Terminating                 $0.000000
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4. ORDERING OR ACCESS SERVICE 
 

4.1 General 
 

This section contains the regulations and order related charges for Access Services provided in this 
tariff.  These charges are in addition to applicable charges contained in other sections of this tariff.  
An access order is an order to provide the customer with Access Services or to provide 
modifications to existing services.  Depending upon the services, facilities or service interval dates 
requested, one or more access orders may be required to provide the customer with access service. 
 
Access orders are processed on a first come-first served basis.  First come-first served shall be 
based upon the received time and date stamped by the Company on customer orders which contain 
the information as required for each respective service as delineated in this tariff.  Customer orders 
shall not be deemed to have been received until such information is provided.  When necessary, the 
Company will attempt to seek clarification on a verbal basis.  The Company will initiate the order 
process within one working day of receipt of the customer’s order. 
 

4.2 Access Order 
 

4.2.1 Ordering Conditions 
 

An order for Access Service is subject to the following conditions: 
 
A. A customer may order any number of services of the same type and between the 

same premises on a single access order provided all details are for the same service 
(except for those for multipoint service). 

 
B. The customer shall provide all information necessary for the Company to provide 

and bill for the requested service.  Such information is described in 4.2.2 (Ordering 
Requirements).  

 
C. The Company will establish a service date when the customer has provided an 

access order that contains the required information for each respective service.  The 
date on which the service date is established is considered to be the application date.  
The Company will provide a firm order confirmation to the customer and will advise 
the customer of the application date and the service date. 

 
4.2.2 Ordering Requirements 
 

When placing an order for Access Services the customer is required to provide the 
following information: 
 

− Customer name and premises address(es) 
− Billing name and address (when different from customer name and 

address) 
− Customer contact name(s) and telephone number(s) for the provisioning 

activities of order negotiation, order confirmation, interactive design, 
installation and billing
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4. ORDERING FOR ACCESS SERVICE (Continued) 
 

4.2.2 Ordering Requirements (Continued) 
 

In addition to the information listed above, the customer shall provide, at a minimum, information 
for the specific services requested as described herein. 
 
Where Access Services are jointly provided, additional regulations are set forth in 2.6 (Jointly 
Provided Access Services). 
 
All trunk side connections provided in the same access group will be limited to the same features 
and operating characteristics. 
 
Regulations concerning the ordering of  Testing Service, Additional Labor and Additional 
Engineering, are contained in 4.2.4 (provision of Other Services). 
 
A. Feature Group B (FGB) or Feature Group D (FGD) Switched Access Service 
 
 The customer shall specify the number of trunks, directionality of the service, the entry switch 

and the Switched Transport and Local Switching features desired.  The first point of switching 
cannot be an end office provided by an RSS or RSM because all traffic originating from or 
terminating at a remote switching office must switch through its host office.  When an end 
office is the specified entry switch, the Company will work cooperatively with the customer to 
determine if direct trunking to the end office will be provided. 

 
 When the customer orders trunk quantities to an access tandem, the Company may request an 

estimate of the amount of traffic the customer will generate to and from each end office 
subtending the access tandem to assist the Company in its own efforts to project further 
facility requirements.  Traffic estimates to end offices served by remote switching offices 
should be uniquely identified and not included in traffic estimates to the host.  The traffic type 
must also be specified using the categories described in 6.4.1 (Manner of Provisioning) to 
enable efficient provisioning and billing functions. 

 
B. 800 Number portability Access Service (NPAS) 
  
 Direct routing will be provided from SSP equipped end offices, i.e., end offices equipped to 

provide customer identification.  All 800 traffic originating from end offices not equipped to 
provide customer identification will require routing to an access tandem where the customer 
identification function is available.  800 NPAS requires FGD Switched Access Service.  The 
customer shall designate which originating FGD Switched access Service trunk groups are to 
be associated with 800 NPAS.  Calls originating from an Area of Service in which the 
Customer has not ordered sufficient originating FGD Switched Access Service will be 
blocked.
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4. ORDERING FOR ACCESS SERVICE (Continued) 
 

4.2 Access Order (Continued) 
 

4.2.3 Service Provisioning Intervals 
 
 The time required to provision the service (i.e., the period between the application date 

and the service date) is known as the service interval.  Such intervals will be established 
in accordance with published interval guidelines and where possible, will reflect the 
customer’s requested service date. 

 
 Access Services will be installed during Company business days.  If a customer requests 

that installation be done outside of normally scheduled work hours, and the Company 
agrees to this request, the customer will be subject to applicable charges described in 6.2 
(Additional Labor). 

 
4.2.4 Provision of Other Services 
 

A. Testing Service and Additional Labor 
 
 Testing Service and Additional Labor may be ordered with an access order 

concurrent with the associated Access Services.  Alternatively, with the agreement 
of the Company, Testing Service or Additional Labor may subsequently be added to 
the access order at any time, up to and including the service date for the Access 
Service.  When added subsequently, Design Change Charges described in 4.3.2(A) 
(Design Change Charge) may apply. 

 
 In addition to the rates and charges specified in this tariff for Testing Service and 

Additional Labor, rates and charges for the associated Access Services and ordering 
charges contained in this section will also apply. 

 
B. Additional Engineering 
 
 Additional Engineering is not an ordering option but will be applied to an access 

order when the Company determines additional engineering is necessary to 
accommodate a customer request.  Additional engineering will only be required as 
specified in 6.1 (additional Engineering).  When additional engineering is required, 
the customer will be notified and furnished with a written statement setting forth the 
justification for the additional engineering as well as an estimate of the charges.  If 
the customer agrees to the additional engineering, a firm order will be established.  
If, after being notified that additional engineering of Company facilities is required, 
the customer does not want the service or facilities, the order will be withdrawn and 
no charges will apply.  Once a firm order has been established, the total charge to 
the customer for the additional engineering may not exceed the estimated amount by 
more than 10%. 

 
 The regulations for Additional Engineering as specified in 6.1 (Additional 

engineering) and the rates and charges as specified in 6.4 (Rates and Charges) are in 
addition to the regulations, rates and charges specified in this section.
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4. ORDERING FOR ACCESS SERVICE (Continued) 
 

4.3 Rate Regulations 
 

4.3.1 Access Order Charges 
 

A. An Access Order Charge applies, per access order, for the installation, addition, 
change, rearrangement or move of Access Services provided in this tariff (in 
addition to other applicable Access Service tariff charges) with the following 
exceptions: 

 
− Non chargeable administrative changes where so specified in this tariff; 
− Access order modifications as specified in 4.3.2 (Access Order 

Modification Charges); 
− Complete or partial disconnection of Access Services and/or features 

(except when a Carrier Identification code (CIC) is deleted); and  
− As specified in 5.6.2(C) (Non recurring Charges for Service 

Rearrangements) following. 
 

B. An Access Order Charge will apply per order for access order cancellations as 
specified in 4.3.3 (Access Order Cancellation Charges). 

 
C. Access Order Charges are specified in 4.4 (Rates and Charges). 
 

4.3.2 Access Order Modification Charges 
 
 The customer may request a modification of its access order at any time prior to the 

service date or notification by the Company that service is available for the customer’s 
use, whichever is later.  The Company will make every effort to accommodate a 
requested modification when it is able to do so during normal business hours with the 
normal work force assigned to complete such an order.  If the modification cannot be 
made with the normal work force during normal business hours, the Company will notify 
the customer.  If the customer still desires the access order modification, the Company 
will schedule a new service date.  All charges for access order modifications will apply 
on a per occurrence basis. 

 
 The following will be treated as a new access order (for the increased amount only) when 

any increase occurs in the number of: 
 

− Switched Access Service trunks 
 
Rate regulations for access order modification charges are specified following. 
 
A. Design Change Charge 
 
 The customer may request a design change to the service ordered.  A design change 

is any change to an access order which requires engineering review.  An engineering 
review is a review by Company personnel of the service ordered and the requested 
changes to determine what changes in the design, if any, are necessary to meet the 
changes requested by the customer.  Design changes to a pending order include such 
things as the addition or deletion of Switched Access features, change in the type of 
transport termination (Switched Access only), type of channel interface or type of 
interface group.
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4. ORDERING FOR ACCESS SERVICE (Continued) 
 

4.3 Rate Regulations (Continued) 
 

4.3.2 Access Order Modification Charges (Continued) 
 

A. Design Change Charge (Continued) 
 

Design changes do not include a change of customer premises, end user premises, 
end office switch, feature group type, or Switched channel type.  Changes of this 
nature will require the issuance of a new access order and the cancellation of the 
original access order with appropriate Cancellation Charges applied. 
 
The Company will review the requested change and notify the customer whether the 
change is a design change, if it can be accommodated and if a new service date is 
required.  If a change of service date is required, the Service Date Change Charge 
described in (B) following will also apply. 
 
The design Change Charge will apply on a per access order per occurrence basis, for 
each access order requiring a design change.  Design Change Charges are specified 
in 4.4 (Rates and Charges). 
 

B. Service Date Change Charge 
 

1. A customer may request a change in the access order service date for the 
installation of new services or rearrangements of existing services provided the 
new service date is no more than 45 calendar days beyond the original service 
date.  When such a request is made, the Company will accordingly delay the 
start of service and a service Date Change Charge will apply.  The application 
date will not change as a result of a service date change. 

 
If a design change has been requested as described in (A) preceding, and the 
engineering review cannot be completed within the 45 calendar day timeframe, 
the new service date may exceed the original service date by more than 45 
calendar days.  If a service date change is necessary to accommodate a 
customer requested design change, both the Service Date Change Charge and 
the Design Change Charge apply. 
 
In all other cases, if the customer requests a service date which exceeds the 
allowable service date change period previously described, the order must be 
cancelled by the customer.  Appropriate cancellation charges will be applied.  
The customer must issue a new order specifying the desired service date if 
Access Service is still required.
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4. ORDERING FOR ACCESS SERVICE (Continued) 
 

4.3 Rate Regulations (Continued) 
 

4.3.2 Access Order Modification Charges (Continued) 
 

B. Service Date Change Charge (Continued) 
 

2. A new service date may be established that is prior to the original service date 
if the Company determines it can accommodate the customer’s request without 
delaying service dates for orders of other customers.  If the service date is 
changed to an earlier date, and the Company determines that additional labor or 
extraordinary costs are necessary to meet the earlier service date requested by 
the customer, the customer will be notified by the Company that an Expedited 
Order Charge, as specified in C. following applies.  The Expedited Order 
Charge is in addition to the Service Date Change Charge. 

 
3. A Service Date Change Charge is applicable on a per order per occurrence 

basis for each service date changed. Service Date Change Charges are specified 
in 4.4 (rates and Charges). 

 
C. Expedited Order Charge 
 

If a customer desires that service be provided on an earlier date than that which has 
been established for the access order or the provision of the Access Service, the 
customer may request that service be provided on an expedited basis.  If the 
Company determines that service can be provided on the requested date and that 
additional labor costs or extraordinary costs are required to meet the requested 
service date, the customer will be notified and will be provided with an estimate of 
the additional charges involved.  The actual charges cannot exceed the estimate by 
more than 10%.  If the customer instructs the Company to proceed, such additional 
charges will be determined and billed to the customer as follows: 
 
1. Additional Labor Charges.  To calculate the Additional Labor Charges, the 

Company will keep track of the additional labor hours used to meet the request 
of the customer and will bill the customer at the applicable Additional labor 
Charges specified in 13.4 (Rates and Charges). 

 
2. When the request for expediting occurs subsequent to the issuance of the access 

order, a Service Date Change Charge as specified in (B) preceding also applies. 
 

D. Partial Cancellation Charge  
 
 Any decrease in the number of the following Access Services or Arrangements 

ordered will be treated as a partial cancellation and the charges described in 4.3.3 
(Access Order Cancellation Charges) will apply. 

 
− Switched Access Service trunks 
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4. ORDERING FOR ACCESS SERVICE (Continued) 
 

4.3 Rate Regulations (Continued) 
 

4.3.3 Access Order Cancellation Charges 
 

A. Cancellation of an Access Order 
 
 A customer may cancel an access order at any time prior to (1) the service date or 

(2) notification by the Company that service is available for the customer’s use, 
whichever is later.  The cancellation date is the date the Company receives written 
or verbal notice from the customer that the order is to be cancelled.  The verbal 
notice must be followed by written confirmation within 10 days. 

 
B. When Cancellation Charges Apply 
 
 If a customer is unable to accept Access Service and the new service date requested 

is beyond the allowable service date change time period specified in 
4.3.2(B)(1)(Service Date Change Charge), the access order will be cancelled.  When 
the customer cancels an access order on or after the application date, a Cancellation 
Charge will apply as specified below in addition to any other applicable charges 
specified in 4.3.2 (Access Order Modification Charges). 

 
1. For all Access Services, the Cancellation Charge equals: 
 

− The number of business days from the access order application 
date through the access order cancellation date (i.e., the service 
interval) 

− multiplied by the average daily charge 
− plus the access order charge. 

 
Notes: 
a. The service interval is the number of business days from the access order 

application date through the access order cancellation application date 
being day 1.  Service installation cists incurred by the Company start on 
the application date. 

 
b. If the customer has requested a service date change beyond the original 

service date, the number of business days beyond the original service date 
is included in the service interval. 

 
c. Average daily charge equals installation charges plus rearrangement 

charges divided by the number of days in the service interval. 
 

C. When Cancellation Charges Do Not Apply 
 

1. When a customer cancels an order for the discontinuance of service, no charges 
apply for the cancellation.
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4. ORDERING FOR ACCESS SERVICE (Continued) 
 

4.3 Rate Regulations (Continued) 
 

4.3.3 Access Order Cancellation charges (Continued) 
 

C. When Cancellation Charges Do Not Apply (Continued) 
 

2. When a customer cancels an access order prior to the application date, no 
charges apply for the cancellation. 

 
3. If the Company or the customer misses a service date by more than 30 days, 

due to circumstances over which it has no direct control (i.e., acts of God, 
governmental requirements, work stoppages and civil commotion), the 
customer may cancel the access order without incurring Cancellation Charges. 

 
4.3.4 Minimum Period Requirements 
 
 The minimum period for which access Service is provided and for which charges 

applicable is set forth in each section of this tariff. 
 
 When Access Service is disconnected prior to the expiration of the minimum period, 

charges are applicable for the balance of the minimum period.  A disconnect constitutes 
facilities being returned to available inventory.  This terminology does not refer to when 
billing is stopped, but rather distinguishes a disconnect from a service rearrangement. 

 
 Service rearrangements may be made without a change in minimum period requirements where so 

specified in this tariff. 
 
4.4 Rates and Charges 
 

A. Access Order Charges 
 
    Charge per 
  Access Order 
 
  Switched Access Order Charge          $0.00 
 
B. Access Order Modification Charges 
 
  Charges per order 
    per occurrence 
 

1. Design Change Charge          $26.21 
 
  Charges per order 
     per occurrence 
  per service date changed 
 
2. Service Date Change Charge          $26.21 
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5. SWITCHED ACCESS SERVICE 
 

5.1 General Description 
 

Switched Access Service provides a two-point communications path between a customer’s 
premises and an end user’s premises through the use of common terminating, common switching, 
Switched Transport facilities, and common subscriber plant of the Company.  Switched Access 
Service proved for the ability to originate calls from an end user’s premises to a customer’s 
premises, and to terminate calls from a customer’s premises to an end user’s premises in the LATA 
where service is provided. 
 
The provision of each feature group requires Switched Transport and the appropriate Local 
Switching functions.  Switched Transport provides for the transmission facilities between the 
customer’s premises and the end office switch where the customer’s traffic is switched to originate 
or terminate traffic.  Local Switching provides for the local end office switching and end user 
termination functions necessary to complete the transmission of the customer’s communications 
over Switched Access facilities to and from the end users served by the local end office.  Common 
Line is provisioned under Section 3 (Carrier Common Line Access Service) and Section 4 (End 
User Access Service).  A more detailed description of the rate categories applicable to Switched 
Access Service, how these rate categories are applied and other service specific charges and 
nonrecurring charges are contained in Section 5.6 (Rate Regulations). 
 

5.2 Feature Group Descriptions 
 

Switched Access Service may be provided in two different feature group arrangements.  These are 
generally differentiated by their technical characteristics and the manner in which an end user 
accesses them in originating calling, e.g., with or without an access code. 
 
Feature groups are arranged for originating, terminating or two-way calling, based on the 
customer’s order specifications.  Originating calling permits the delivery of calls from Telephone 
Exchange Service locations to the customer’s premise.  Terminating calling permits the delivery of 
calls from the customer’s premises to Telephone Exchange Service locations.  Two-way calling 
permits the delivery of calls in both directions, but not simultaneously. 
 
Following are detailed descriptions of each of the available feature groups.  Each feature group is 
described in terms of its specific physical characteristics and calling patterns. 
 
5.2.1 Feature Group B (FGB) 
 

A. General 
 

1. FGB is provided as trunk side switching.  The switch trunk equipment is 
provided with wink start address signaling or immediate dial pulse address 
signaling and answer and disconnect supervisory signaling.  FGB switching is 
provided with multi-frequency address signaling in both the originating and 
terminating directions.
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5. SWITCHED ACCESS SERVICE (Continued) 
 

5.2 Feature Group Descriptions (Continued) 
 

5.2.1 Feature Group B (FGB) (Continued) 
 

A. General (Continued) 
 

2.  The Company will establish  a trunk group or groups for the customer at end 
office switches or access tandem switches where FGB switching is provided. 

 
3. When all FGB switching arrangements are discontinued at an end office or in a 

LATA, an intercept announcement is provided.  This arrangement provides, for 
a maximum period of 90 days, an announcement that the service associated 
with the number dialed has been disconnected. 

 
B. Originating FGB 
 

1. The uniform access code for FGB switching is 950-XXXX. (The XXXX 
represents a unique four-digit number for each access customer.)  These 
uniform codes will be the assigned access numbers for all FGB Switched 
Access Service provided to the customer by the Company. 

 
2. FGB is provided with multi-frequency address signaling.  Except for FGB 

switching provided with the automatic number identification (ANI) or rotary 
dial station signaling arrangements, any other address signaling in the 
originating direction, if required by the customer, must be provided by the 
customer’s end user using in-bank tone signaling techniques.  Such in-band 
tone address signals will not be regenerated by the Company and will be 
subject to the ordinary transmission capabilities of the Switched Transport 
provided. 

 
C. Terminating FGB 
 

1. When directly routed to an end office, only those valid NXX codes served by 
that end office may be accessed.  When routed through an access tandem, only 
those valid NXX codes served by end offices subtending the access tandem my 
be accessed.  Calls will also be completed to time or weather announcement 
services of the Company, community information services of an information 
service provider and other customers’ services (by dialing the appropriate 
digits). 

 
2. Calls in the terminating direction will not be completed to 950-XXXX access 

codes, local operator assistance (0-and )+), Directory Assistance (411), 
exchange telephone repair service, service code 911 or 101XXXX access 
codes.  FGB may not be switched to access another FGB or FGD in the same 
LATA.
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5. SWITCHED ACCESS SERVICE (Continued) 
 

5.2 Feature Group Descriptions (Continued) 
 

5.2.2 Feature Group D (FGD) 
 

A. General 
 

1. FGD is provided at Company designated end office switches whether routed 
directly or via Company designated electronic access tandem switches. 

 
2. FGD is provided as trunk side switching through the use of end office or access 

tandem switch trunk equipment.  The switch trunk equipment is proved with 
wink start pulsing signals and answer and disconnect supervisory signaling. 

 
3.   The Company will establish a trunk group or groups for the customer at end 

office switches or access tandem switches where FGD switching is provided. 
 
4. FGD Switching is provided with in-band multi-frequency address signaling or 

out of band SS& signaling.  With multi-frequency address signaling and SS& 
signaling up to 12 digits of the called party number dialed by the customer’s 
end user using dual tone multi-frequency or dial pulse address signals will be 
provided by Company equipment to the customer’s premises where the 
Switched Access Service terminates.  Such address signals will be subject to 
the ordinary transmission capabilities of the Switched Transport provided. 

 
B. Originating FGD 
 

1. The uniform access code for FGD switching is 101XXXX.   (The XXXX 
represents a unique four-digit number for each access customer.)  This uniform 
code will be the assigned access number for all FGD Access Service provided 
to the customer by the Company.  When the 101XXXX access codes are used, 
FGD switching also provides for dialing the digit 0 for access to the customer’s 
operator, 911 for access to the Company’s emergency reporting service, or the 
end-of-dialing digit (#) for cut-through access to the customer’s premises. 
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5. SWITCHED ACCESS SERVICE (Continued) 
 

5.2 Feature Group Descriptions (Continued) 
 

5.2.2 Feature Group D (FGD) (Continued) 
 

B. Originating FGD (Continued) 
 

2. No access code is required for calls to a customer over FGD Switched Access 
Service if the end user’s telephone exchange service is arranged for 
presubscription to that customer.  The customer’s end user us not required to 
dial an access code for originating 800 NPAS and 500 Access provided with 
FGD Switched Access Service.  800 NPAS and 500 Access calls dialed with an 
access code will be blocked by the Company. 

 
3. Where no access code is required, the telephone number dialed by the 

customer’s end user shall be a seven or ten digit number for calls in the North 
American Numbering Plan (NANP).  For international calls outside the NANP, 
a seven to twelve digit number may be dialed.  The form of the numbers dialed 
by the customer’s end user is NXX-XXXX, 0 OR 1+ NXX-XXXX, NPA + 
NXX-XXXX, OR 1 + NPA + NXX-XXXX, and, when the end office is 
equipped for International Direct Distance Dialing (IDDD), 01 + CC + NN or 
011 + CC + NN. 

 
C. Terminating FGD 
 

1. When directly routed to an end office, only those valid NXX codes served by 
that office may be accessed.  When routed through an access tandem, only 
those valid NXX codes served by end offices subtending the access tandem 
may be accessed.  Calls will also be completed to time or weather 
announcement services of the Company, community information services of an 
information service provider, and other customer’s services (by dialing the 
appropriate codes) when such services can be reached using valid NXX codes. 

 
2. Calls in the terminating direction will not be completed to 950-XXXX access 

codes, local operator assistance (0- and 0+), Directory Assistance (411), 
exchange telephone repair service, service code 911 or 101XXXX access 
codes.  FGD, in the terminating direction, may not be switched to access 
another FGB or FGD in the same LATA. 
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5. SWITCHED ACCESS SERVICE (Continued) 
 

5.3 Miscellaneous Service Descriptions 
 

5.3.1 800 Number Portability Access Service (800 NPAS) 
 

A. General 
 
 800 NPAS is an originating offering utilizing FGD trunk side Switched Access 

Service for the delivery of 800 calls.  800 NPAS includes all toll-free access services 
using the following dialing plans:  800, 888,877,866,855,844, 833 and 822.  800 
NPAS allows the Company to route 800 calls to the appropriate 800 Service 
Provider.  800 NPAS allows end user to originate 800 calls on a 1+ basis without the 
use of an access code.  The 800 NPAS Provider will be identified from the dialed 
800 number (e.g., 1+800+NXX-XXXX or 1+888+NXX+XXXX).  The 800 Service 
Provider has the option of receiving the dialed 800 number (e.g., 
1+800+NXX+XXXX or 1+888+NXX+XXXX) or a translated ten-digit POTS 
number (i.e., 1+NPA+NXX+XXXX).  For 800 NPAS calls outside of the North 
American Numbering Plan (NANP), the 800 service Provider will receive a six-digit 
data base translation. 

 
 When an end user originates an 800 NPAS call, the Company will determine how 

the call is to be routed, based on the 800 number dialed.  If an 800 NPAS call 
originates in an end office not SSP equipped to provide the customer identification 
function, the call will be routed to an SSP equipped access tandem.  Once the 800 
NPAS Provider has been identified, the 800 call, served by the Company’s SSP, will 
be routed to the 800 Service provider’s defined FGD trunk group. 

 
800 NPAS provides the customer identification function required to determine the 
appropriate routing for an 800 number based on the geographic origination of the 
call, from a specific NPA/NXX,NPA, or LATA, up to any combination of the same. 
 
800, as used throughout this tariff, includes 800,888,877,866,855,844,833 and 822 
dialing plans.  The 866, 855, 844, 833 and 822 dialing plans will be available when 
technically feasible and facilities permit, respectively, upon exhaust of the 800, 888 
and 877 codes. 
 

5.3.2 900 Access Service 
 
 All 900 Access service calls will be blocked unless 900 Access Service is 

specifically requested by the customer, in which case it will be routed to the 
tandem office. 

 
5.4 Switched Transport 
 

Switched Transport is provided to customers of Switched Access Services for the provision of 
transmission facilities between the customer’s premises and end office switch(es) where the 
customer’s traffic is switched to originate or terminate communications. 
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5. SWITCHED ACCESS SERVICE (Continued) 
 

5.4 Switched Transport (Continued) 
 

Switched Transport provides a one-way or two-way voice frequency transmission path composed 
of facilities determined by the Company which permit the transport of calls in the originating 
direction and in the terminating direction—though not simultaneously.  This voice frequency 
transmission path may be comprised of any form or configuration of plant capable of , and typically 
used in, the telecommunications industry for transmitting voice and associated telephone signals 
within the frequency bandwidth of approximately 300 to 3000 Hz. 
 
Switched Transport is ordered under the Access Order provisions set forth in section 5 (Ordering 
for Access Service).  Ordering provisions as set forth in 2.6 (Jointly Provided Access Services) will 
apply when more than one Exchange Telephone Company is involved in the provision of a 
Switched Transport facility.  Rate elements for Switched Transport are defined in 5.6.1 (Rate 
elements).  Rates and nonrecurring charges for those rate elements are located in 5.7 (Rates and 
Charges). 
 
5.4.1 Switched Transport Facilities 
 
 The following facilities provide the physical route a transmission path may take in 

transporting Switched Access communications between a customer’s premises and an 
end office. 

 
A. Tandem-Switched Transport Facility 
 
 A Tandem-Switched Transport facility provides the transmission path between the 

access tandem and an end office and includes tandem switching functions.  Tandem-
Switched Transport facilities include circuits provided for the common use of all 
customers who have requested tandem switching (from the access tandem to the end 
office).  Tandem-Switched Transport facilities are available for use with all 
Switched Access services. 

 
5.5 Service Provisioning 
 

5.5.1 Manner of Provisioning 
 

A. There are two major traffic categories, originating and terminating: 
 
 Originating traffic capacity within a LATA for carrying traffic from the end user to 

the customer. 
 
 Terminating traffic represents access capacity within a LATA for carrying traffic 

from the customer to the end user. 
 
B. Switched Access Service is ordered under the provisions specified in section 5 

(Ordering for Access Service).   Also included in that section are charges associated 
with ordering Switched Access Service.
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5. SWITCHED ACCESS SERVICE (Continued) 
 

5.5 Service Provisioning (Continued) 
 

5.5.2 Design and Traffic Routing of Switched Access Service 
 
 When ordering Switched Access Services, the customer must, at a minimum, specify the 

Switched Transport facilities to be used (Tandem-Switched Transport facility).  The 
customer is required to specify whether the service should be provided by originating 
only, terminating only or two-way. 

 
5.5.3 Design Blocking Probability 
 
 The design blocking objective for FGD will be no greater than one percent (.01) between 

the point of termination at the customer’s premises and the end office switch. 
 
5.5.4 Testing 
 
 Two broad categories of testing are available for Switched Access services.  These are 

Acceptance tests and In-Service Tests. 
 

A. Acceptance Tests 
 
 Acceptance tests are tests that are performed during the installation of a Switched 

Access service.  These tests are cooperative tests between the Company and the 
customer and they are performed at the customer’s request at the time of installation.  
There is no charge for Acceptance Testing. 

 
 The Company will test the following parameters: 
 

− loss 
− C-notched noise 
− 3-tone slope 
− d.c. continuity 
− operational signaling 

 
B. In-Service Testing  
 
 In-Service Tests are tests which are performed after acceptance of the Switched 

Access Service by the Customer.  Among the types of test that can be performed are 
Automatic Scheduled Testing, Cooperative Schedule testing, Manual Scheduled 
Testing and Nonscheduled Testing.  In-Service Testing will be offered, subject to 
availability, at the Customer’s request and will be subject to rates and charges as set 
forth in Section 6.4.2.
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5. SWITCHED ACCESS SERVICE 
 

5.5 Service Provisioning(Continued) 
 

5.5.5  Network Management 
 
 The company maintains the right to apply protective controls (i.e., those actions, such as 

call gapping) which selectively cancel the completion of any traffic carried over the 
Company’s network, including that associated with a customer’s Switched Access 
Service.  Generally, such protective measures would only be taken as a result of 
occurrences such as failure or overload of Company or customer facilities, natural 
disasters, mass calling or national security demands.  In the event that the protective 
controls applied by the Company result in the complete loss of service to the customer, 
the customer may be granted a credit allowance in conjunction with the regulations 
specified in 2.5.4 (Credit Allowance for Service Interruptions). 

 
5.6 Rate Regulations 
 

This section contains the specific regulations governing the rates and charges that apply for 
Switched Access Service. 
 
There are three types of rates and charges that apply to the various rate elements for Switched 
Access Service.  These are nonrecurring charges, monthly recurring rates (including fixed and per 
mile rates) and usage rates. 
 
Specific rates and charges are set forth in 5.7 (Rates and Charges).  Requirements for jurisdictional 
reporting are set forth in 2.4 (Jurisdictional Report Requirements).  Ordering, rating and billing 
procedures as specified in 2.6 (Jointly provided Access Service) will apply for access services 
where more than one exchange telephone company is involved. 
 
5.6.1 The following provides a list of the various rate elements and how the rate elements are 

defined. 
 

− Common Line [described in Section 3(Carrier Common Line Access 
Service) and Section 4 (End User Access Service)] 

− Tandem-Switched Transport (as described in A. following) 
− Local Switching (as described in B. following) 
− Information surcharge (as described in C. following) 
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5. SWITCHED ACCESS SERVICE (Continued) 
 

5.6 Rate Regulations (Continued) 
 

5.6.1 Rate Elements (Continued) 
 

A. Tandem-Switched Transport 
 

The Tandem-Switched Transport rate element provides for a Tandem-Switched 
Transport facility as set forth in 5.4 (Switched Transport).  The Tandem-Switched 
Transport rate element includes the transmission facilities between the Access 
Tandem and an end office.  Tandem-Switched Transport is composed of the 
following sub-elements: 
 
Tandem-Switched Transmission provides for the transmission facilities from the 
access tandem to the end office where calls are switched to originate or terminate.  
Tandem Switching Rates are set forth in 5.7.2(C) (Tandem-Switched Transport). 
 
1. Tandem-Switched Transmission includes the transmission medium itself (e.g., 

wire of fiber) as well as certain circuit equipment that is used at the ends of the 
interoffice links and employed to derive the channels on the transmission 
medium and circuit equipment used within the network to manage the circuits 
at intermediate locations. 

 
2. Host Remote Transmission provides for certain interoffice links that are 

provided for the common use of all customers but which are not switched 
through an access tandem.  When both Tandem-Switched Transmission and 
Host Remote Transmission are applicable, mileage is measured separately. 

 
3. Tandem Switching provides for use of the Company’s access tandem. 
 
4. Tandem multiplexing provides for the multiplexing equipment functionality on 

the end office side of the tandem switch. 
 

B. Local Switching 
 
 The Local Switching rate element provides for the local end office switching and 

end user termination functions necessary to complete the transmission of Switched 
Access communications to and from the end users served by the local end office.  
When local switching functions are not used in the provision of a Switched Access 
service, local switching rates will not apply. 

 
 The Local Switching rate element provides for the following functions. 
 
 Common Switching – Local end office switching associated with the feature group 

switching arrangements. 
 
 Transport Termination – Line or trunk side arrangements which terminate the Local 

Transport facilities.
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5. SWITCHED ACCESS SERVICE (Continued) 
 

5.6 Rate Regulations (Continued) 
 

5.6.1 Rate Elements (Continued) 
 

 Line Termination – Terminations for the end-user lines terminating in the local end 
office. 

 
 Intercept – Termination of certain calls at a Company intercept recording.  The 

recording tells a caller why a call, as dialed, could not be completed, and if possible, 
provides the new number. 

 
C. Information Surcharge 
 
 Information surcharge rate element provides for the maintenance and publication of 

telephone number listings. 
 

5.6.2 Nonrecurring Charges 
 

No recurring charges are one-time charges that apply for a specific work activity (i.e., 
installation or change to an existing service).  Nonrecurring charges are applicable for 
installation of services, installation of features, and for certain service rearrangements.  In 
addition, an Access Order Charge may be applicable as specified in 5.3.1 (access Order 
Charges). 
 
A. Nonrecurring Charges for Installation of Service 
 

1. Installation Charges 
 
 These nonrecurring charges apply to the installation of each feature group 

service (FGB and FGD), and each Switched Transport facility (Tandem-
Switched Transport facility) as follows: 

 
− For trunk side feature groups (FGB, FGD), the per trunk installation 

charge is applicable on a first and additional basis. 
− For Switched Transport services (Tandem-Switched Transport), 

installation charges are applied on a first and additional basis by 
connection type. 

 
B. Nonrecurring Charges for Installation of Features 
 

1. A nonrecurring charge applies, per Carrier Identification Code (CIC), when the 
following features are installed, whether concurrent with or subsequent to the 
installation of a trunk or trunk group. 
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5. SWITCHED ACCESS SERVICE (Continued) 
 

5.6 Rate Regulations (Continued) 
 

5.6.2 Nonrecurring Charges (Continued) 
 

B. Nonrecurring Charges for Installation of Features 
 

1.  (Continued) 
 

a. The nonrecurring charge for the following features applies on a per Carrier 
Identification Code (CIC), per end office basis.  When tandem routed, the 
first end office charge always applies. For the Carrier Identification Code 
features when tandem routed, a tandem charge applies and is in addition to 
the end office charge. 

 
Automatic Number Identification (fro FGD) 
 
Carrier Identification Code 
− Establish/Add (for FGD) 
− Change (for FGD) 
− Delete (for FGD) 
− Establish/ADD (for FGB) 
− Change (for FGB) 
− Delete (for FGB) 
 
b. When the following features are installed for a trunk group, the 

nonrecurring charge applies per trunk group. 
 
 Automatic Number Identification (for FGB) 
 Trunk Access Limitation 
 
c. The nonrecurring charge for the following feature applies only when the 

feature is ordered subsequent to the CIC installation.  When applicable, 
the nonrecurring charge is assessed on either a per tandem or a per end 
office basis.  When tandem routed, only the tandem charge applies.  When 
end office routed, only the end office charge applies. 

 
 Up to 7 Digits Outpulsing  (for FGB) 
 

C. Nonrecurring Charges for Service Rearrangements 
 
 Service rearrangements are changes to existing services which do not result in either 

(1) a change in the minimum period requirements, or (2) a change in the physical 
location of the point of termination. 

 
 Changes which result in (1) the establishment of new minimum period obligations 

are treated as a discontinuance of the existing service an installation of a new service 
and all applicable nonrecurring charges will apply.  Changes in (2) the physical 
location of the point of termination are treated as moves and are described and 
charged for as specified in 5.6.8 (Moves).
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5. SWITCHED ACCESS SERVICE (Continued) 
 

5.6 Rate Regulations (Continued) 
 

5.6.2 Nonrecurring Charges (Continued) 
 

C. Nonrecurring Charges for Service Rearrangements (Continued) 
 
 A change in the customer of record (i.e., existing Access Service is provided and 

billed to a different entity) is considered a service rearrangement when the new 
customer assumes liability for all current and prior charges for the service(s) and has 
complied with the regulations and conditions specified in 2.2 (Assignment and 
Transfer of Facilities).  An Access Order Charge will apply when a change of 
customer name or a change in billing data (name, address, contact name, or 
telephone number) is requested in conjunction with a change in the customer of 
record as described in 5.3.1 (Access Order Charges). 

 
When a customer requests one or more of the following service rearrangements, non 
recurring charges will apply as follows. 
 
1. The following administrative changes will be made without charge to the 

customer, except where noted: 
 

− Change of customer name, (i.e., the customer of record does not change 
but rather the customer of record changes its name) 

− Change of customer’s or customer’s end user premises address when the 
change of address is not a result of a physical relocation of the service 

− Change in billing data (name, address, contact name or telephone number) 
− Change in agency authorization 
− Change of customer’s or customer’s end user contact name or contact 

telephone number 
− Change in jurisdiction 
− Change of transport service type designation (switched to special or vice 

versa) that does not require a physical change to the service 
 
2. When a customer requests the following administrative changes, a nonrecurring 

charge will apply on a per trunk group or per connection type basis when 
adding or changing the feature subsequent to the installation of the trunk.  If 
more than one change is requested on the same Access Order, only one charge 
will apply per trunk group. 

 
− Change of Access Carrier name Abbreviation (ACNA) 
− Change of Customer Circuit Identification (CKR) 

 
3. Except as specified in 5.6.8 following, rearrangements of Switched Transport 

facilities will be treated as a discontinuance of the existing service and an 
installation of a new service and all applicable nonrecurring charges will apply 
as specified in 5.7 (Rates and Charges). 
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5. SWITCHED ACCCESS SERVICE (Continued) 
 

5.6 Rate Regulations (Continued) 
 

5.6.2 Nonrecurring Charges (Continued) 
 

C. Nonrecurring Charges for Service Requirements (Continued) 
 

4. All other changes to existing services will be treated as a discontinuance of the 
existing service and an installation of a new service.  The nonrecurring charges 
described in A. preceding (Nonrecurring Charges for Installation of Service) 
will apply for this work activity. 

 
5.6.3 Monthly Recurring and Usage Rates 
 

Monthly rates (including fixed and per mile rates) are flat recurring rates that apply each 
month or fraction thereof that a specific rate element is provided.  For billing purposes, 
each month is considered to have thirty (30) days. 
 
Usage rates for each line or trunk are rates that apply on a per unit basis (e.g., per call, per 
access minute or per access minute per mile) when a specific rate element is used.  Usage 
charges are accumulated over a monthly period. 
 
A. Switched Transport 
 

1. Tandem-Switched Transport 
 

Tandem-Switched Transport is provided with the following sub-elements: 
 

− Tandem-Switched Transmission/Common Transport 
− Tandem Switching 

 
2. Tandem-Switched Transport 
 

a. Tandem-Switched Transmission/Common Transport 
 
 Tandem-Switched Transmission/Common Transport has two rates: a 

per access minute of use rate and a per access minute of use per mile 
rate.  The per access minute of use rate applies to the non-distance 
sensitive portion of the Tandem-Switched Transport for the 
termination of both ends of the facility.  The per access minute of use 
per mile rate applies to the distance sensitive portion of the Tandem-
Switched Transport facility.  When the mileage for tandem-Switched 
Transmission/common Transport is zero, the per mile rate will not 
apply. 

 
b. Tandem Switching 
 
 A per access minute of use rate applies to each Tandem-Switched 

Transport facility for the switching functions provided by the access 
tandem. 
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5. SWITCHED ACCESS SERVICE (Continued) 
 

5.6 Rate Regulations(Continued) 
 

5.6.3 Monthly Recurring and Usage Rates (Continued) 
 

B. 800 Number Portability Access Service (NPAS) 
 

The following rate elements are applicable to 800 NPAS: 
 
1. 800 NPAS Query 
 
 The 800 NPAS Query rate applies per call for each 800 query received at the 

Company SCP that returns a valid carrier identification code providing the 
appropriate routing information of that call and results in the delivery of the 
800 call to the customer. 

 
2. Call Handling and Destination 
 
 The Call handling and Destination rate applies per Call handling and 

Destination query and will be in addition to the 800 NPAS Query charge. 
 
 The 800 NPAS rate elements will be billed to the customer utilizing 

FGD/Switched Access Service for the delivery of 800 calls. 
 

5.6.4 Determining Chargeable Access Minutes 
 
 Chargeable access minutes are developed by the Company based upon recordings of 

customer traffic to end office or access tandem switches where recording capabilities 
exist.  If such recordings are unavailable, the Company develops chargeable access 
minutes through the use of assumed minutes, recorded minutes which have been factored 
or imputed minutes.
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5. SWITCHED ACCESS SERVICE (Continued) 
 

5.6 Rate Regulations (Continued) 
 

5.6.4 Determining Chargeable Access Minutes (Continued) 
 

A. FGB  Access Minutes 
 

When recording originating calls over FGB, usage measurement begins when 
the originating FGB entry switch receives answer supervision forwarded from 
the customer’s point of termination (indicating that the customer’s equipment 
has answered).  The measurement of originating call usage over FGB ends 
when the originating FGB entry switch receives disconnect supervision from 
either the originating end user’s end office (indicating that the originating end 
user has disconnected), or the customer’s point of termination, whichever is 
recognized first by the entry switch. 
 
For terminating calls over FGB, usage measurement begins when the 
terminating FGB entry switch receives answer supervision from the terminating 
end user’s end office (indicating that the terminating end user has answered).  
The measurement of terminating call usage over FGB ends when the 
terminating FGB entry switch receives disconnect from either the terminating 
end user’s end office (indicating that the terminating end user has 
disconnected), or the customer’s point of termination, whichever is recognized 
first by the entry switch. 
 

B FGD Access Minutes 
 

1. When recording originating calls over FGD with multi-frequency address 
signaling, usage measurement begins when the originating FGD entry 
switch receives the first wink supervisory signal forwarded from the 
customer’s point of termination.  The measurement of originating call 
usage over FGD ends when the originating FGD entry switch receives 
disconnect supervision from either the originating end user’s end office 
(indicating that the originating end user has disconnected), or the 
customer’s point of termination, whichever is recognized first by the entry 
switch. 

 
 For terminating calls over FGD with multi-frequency address signaling, 

the measurement of access minutes begins when the terminating FGD 
entry switch receives answer supervision from the terminating end user’s 
end office (indicating that the terminating end user has answered).  The 
measurement of terminating call usage over FGD ends when the 
terminating FGD entry switch receives disconnect supervision from either 
the terminating end user’s end office (indicating that the terminating end 
user has disconnected), or the customer’s point of termination, whichever 
is recognized first by the entry switch. 

 
2. When recording originating calls over FGD with SS& signaling, usage 

measurement begins with the transmission of the initial address message 
by the switch for direct trunk groups and with the receipt of an exit 
message by the switch for tandem trunk groups.  The measurement of 
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5. SWITCHED ACCESS SERVICE (Continued) 
 

5.6 Rate Regulations (Continued) 
 

5.6.4 Determining Chargeable Access Minutes (Continued) 
 

B. FGD Access Minutes (Continued) 
 

2. (Continued) 
 
originating FGD call usage ends when the entry switch receives or sends a 
release message, whichever occurs first.  
 
For terminating calls over FGD with SS7 signaling, the measurement of access 
minutes begins when the terminating recording switch receives answer 
supervision from the terminating end user.  On directly routed trunk groups or 
on tandem routed trunk groups, the Company switch receives answer 
supervision and sends the indication to the customer in the form of an answer 
message.  The measurement of terminating FGD call usage ends when the entry 
switch receives or sends a release message, whichever occurs first. 
 

5.6.5 Determining Switched Transport Mileage and Charges 
 

A. Determining Switched Transport Mileage 
 

The mileage to be used to determine the monthly rate for Tandem Switched 
Transport is calculated on the airline distance between the end office switch where 
the call carried by Switched Transport service originates or terminates and the 
Access Tandem.  Where applicable, the V&H coordinates method is used to 
determine mileage.  This method is described in the National Exchange Carrier 
Association, Inc., Tariff FCC No. 4, Wire Center and Interconnection Information. 
 
An exception to the mileage measurement rules is as follows: 
 
1. Host-Remote 
 
 When Tandem-Switched Transport is provided to a host-remote arrangement, 

mileage for Tandem-Switched Transmission is calculated using the V&H 
coordinates of the tandem and the host office.  Mileage for Host/Remote 
transmission is calculated using the V&H Coordinates of the host office and the 
remote switching system or remote switching module where the call originates 
or terminates. 

 
B. Determining Switched Transport Mileage Charges 
 
 To determine the rate to be billed, compute the mileage, and apply the rate 

shown in 5.7 (rates and Charges).  If the calculation results in a fraction of a 
mile, always round up to the next whole mile before applying the rate. 
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5. SWITCHED ACCESS SERVICE (Continued) 
 

5.6 Rate Regulations (Continued) 
 

5.6.6 Minimum Period Charges 
 
 Switched Access Service is provided for a minimum period of one month.  The charge 

for a month or fraction thereof is equal to the applicable minimum monthly charge for the 
capacity. 

 
5.6.7 Change of Feature Group Type 
 
 Changes from one type of feature group to another will be treated as a discontinuance of 

one type of service and a start of another. 
 
5.6.8 Moves 
 
 Upon receipt of written notice from the customer, the Company will add, delete or 

change locations or features of specific lines and equipment.  The Company will charge 
the customer a nonrecurring charge for such service on an individual case basis.  In the 
event that in excess of 10% of the lines and equipment that were installed are deleted, 
customer will be subject to the Company’s standard termination charges. 

 
5.7 Rates and Charges 
 

5.7.1 Switched Transport 
 

A. Tandem-Switched Transport 
 

1. Tandem-Switched Transmission/Common Transport * 
 

Rate per Access Minute  $0.00000 
Rate per Access Minute per Mile $0.00000 
 
*Rates are included in the Composite Rate listed under 5.7.2 B. 
 

2. Tandem Switching* 
 
 Rate per Access Minute  $0.00000 
 
 *Rates are included in the Composite Rate listed under 5.7.2 B.
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5. SWITCHED ACCESS SERVICE (Continued) 
 

5.7 Rates and Changes (Continued) 
 

5.7.1 Switched Transport (Continued) 
 

B. Feature Group Installation 
 

 Nonrecurring Charge 
 
FGB 
First Trunk $915.00 
 
FGB 
Additional trunk, each $100.00 
 
FGD 
First Trunk $915.00 
 
FGD 
Additional trunk, each $100.00 
 

5.7.2 Local Switching 
 
  Rate per Access Minute 
 

A. Local Switching Usage* $0.00000 
  
 *Rates included in Composite rate listed under 5.7.2 B. 
 
B. Composite Usage Local Switching $0.02450 
 Tandem Switching and Tandem Switched Transport 
 
  Nonrecurring Charge 
 
C. Common Switching Features 
 

1. Automatic Number Identification (ANI) 
 

FGB, per trunk group $62.47 
 
FGD, first end office $62.47 
 
FGD, additional end office $45.71 
 



 Intrastate Access Service Tariff  
 South Carolina Public Service Commission Tariff No. 3 
Fonix Telecom, Inc.  Original Page No. 58 
 

Issued:   June 24, 2005               Effective:  
 By:  Michael Britt  
 V.P. Regulatory & Channel Development  
 Fonix Telecom, Inc.  
 9350 South 150 East, Suite 700  
 Sandy, Utah 84070  
 

5. SWITCHED ACCESS SERVICE (Continued) 
 

5.7 Rates and Changes (Continued) 
 

5.7.2 Local Switching (Continued) 
 

C. Common Switching Features (Continued) 
 

2. Carrier Identification Code 
 

a. Establish or Add 
 

FGB, first end office $1.93 
FGB, additional end offices $1.93 
FGB, per tandem $99.80 
FGD, first end office $31.24 
FGD, additional end offices $22.86 
FGD, per tandem $31.24 
 

b. Change 
 

FGB, first end office $1.93 
FGB, additional end offices $1.93 
FGB, per tandem $43.79 
FGD, first end office $91.79 
FGD, additional end offices $75.04 
FGD, per tandem $91.79 
 

c. Delete 
 

FGB, first end office $1.93 
FGB, additional end offices $1.93 
FGB, per tandem $31.35 
FGD, first end office $54.45 
FGD, additional end offices $37.70 
FGD, per tandem $54.45 
 

5.7.3 Information Surcharge Rate per Access 
  Minute 
  $0.000000 
 
5.7.4 800 Number portability Access Service (NPAS) 
  Rate Per Query 
 

A. 800 NPAS Query $0.00421 
 
B. Call Handling and Destination $0.00010 
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6. ADDITIONAL ENGINEERING, ADDITIONAL LABOR AND MISCELLANEOUS SERVICES 
 
 Section 6 addresses Additional Engineering, Additional Labor and Miscellaneous Services.  The specific 

rates and charges for these activities are set forth in section 6.4 (Rates and Charges). 
 
 For the purposes of Section 6 the terms “Basic Time,” “Overtime” and “Premium Time” are defined as 

follows: 
 

− Basic time – Work related efforts of the Company performed during normally scheduled working hours. 
 

− Overtime – Work related efforts of the Company performed outside of a normally scheduled workday. 
 

− Premium Time – Work related efforts of the Company performed outside of a normally scheduled 
workweek. 

 
6.1 Additional Engineering 
 
 Additional Engineering will be provided by the Company at the request of the customer only when: 
 

− A customer requests additional technical information after the Company has already offered 
routinely provided technical information. 

 
The Company will notify the customer that Additional Engineering Charges will apply before any 
additional engineering is undertaken. 
 
Additional Engineering Charges apply on a first and additional basis for each half-hour or fraction 
thereof.  If more than one engineer is involved in the same additional engineering project, the total 
amount of time for all engineers involved will be aggregated prior to the distribution of time 
between the “First Half hour or Fraction thereof” and “Each additional Half Hour or Fraction 
thereof” rate categories. 
 

6.2 Additional Labor 
 
 Additional Labor is that labor requested by the customer on a given service and agreed to by the 

Company as set forth in 6.2.1 through 6.2.4 following. 
 
 The Company will notify the customer that Additional Labor Charges as set forth in 6.4 (Rates and 

Charges) will apply before any additional labor is undertaken.  Additional Labor Charges apply on 
a first and additional basis for each half-hour or fraction thereof.  If more than one technician is 
involved in the same Additional Labor Project, the total amount of time for all technicians involved 
will be aggregated prior to the distribution of time between the “First half Hour or Fraction 
Thereof” and “Each additional Half Hour or Fraction Thereof” rate categories. 

 
 A call-out of a Company employee for Additional Labor at a time not consecutive with the 

Company’s Business Day is subject to a minimum charge of four hours, i.e., when Overtime and/or 
Premium Time charges apply.  

 
 For Testing and maintenance Services, if the customer elects not to release a circuit during the 

Company’s business Day, the Company will work with the customer to reach a mutually agreed 
upon time. 
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6. ADDITIONAL ENGINEERING, ADDITIONAL LABOR AND MISCELLANEOUS SERVICES 
(Continued) 

 
6.2 Additional Labor (Continued) 
 

6.2.1 Overtime Installation 
 
 Overtime installation is that Company installation effort outside of normally scheduled 

working hours. 
 
6.2.2 Stand By 
 
 Stand by includes all time in excess if one-half (1/2) hour during which Company 

personnel stand by to make installation acceptance tests or cooperative tests with a 
customer to verify facility repair on a given service. 

 
6.2.3 Testing and Maintenance with Other Telephone Companies 
 
 Additional testing, maintenance or repair of facilities which connect to facilities of other 

telephone companies, is that which is in addition to the normal effort required to test, 
maintain or repair facilities provided solely by the Company. 

 
6.2.4 Other Labor 
 
 Other Labor is that additional labor not included in 6.2.1 through 6.2.3 preceding, and 

labor incurred to accommodate a specific customer request that involves only labor which 
is not covered by any other section of this tariff. 

 
6.3 Miscellaneous Services 
 

6.3.1 Presubscription 
 

A. General Description 
 
 Presubscription is an arrangement whereby an end user customer of the Company or 

a local service provider that resells services of the Company (herein referred to as 
customer) for Telephone Exchange service lines and/or trunks and Centrex lines 
(herein referred to as customer), or the person or persons who have legal authority to 
give the Company permission to place public and semipublic pay telephones on their 
premise(s) and who control access to or usage of the public or semipublic pay 
telephones, (herein referred to as agent) may select and designate to the Company an 
interexchange carrier (IC) to access, without dialing an access code, for interLATA 
interstate calls.  This IC is referred to as the customer’s or agent’s primary IC. 
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6. ADDITIONAL ENGINEERING, ADDITIONAL LABOR AND MISCELLANEOUS SERVICES 
(Continued) 

 
6.3 Miscellaneous Services (Continued) 
 

6.3.1 Presubscription (Continued) 
 

A. General Description (Continued) 
 
 Each IC will have one or more access codes assigned to it for its various types of 

service.  When a customer or agent selects an IC as its primary IC, only one access 
code of that IC may be incorporated into the switching system of the Company 
permitting access to that IC by  the customer or agent without dialing an access 
code. 

 
 Should a customer or agent wish to use other services of the same IC it will be 

necessary for the customer or agent to dial the necessary access code(s) to reach that 
IC’s other service(s). 

 
 At the time a customer or agent advises the Company of its primary IC, it will be 

necessary for the customer or agent to inform the Company which IC access code, if 
the IC has more than one access code, the customer or agent will predesignate. 

 
B. Rate Regulations 
 

1. If a customer or agent selects a primary IC at the time they place an order with 
the Company for Telephone Exchange Service, Switched Access Service, 
Centrex Service, or public or semipublic pay telephone service, the Company 
will send the customer or agent a confirmation notice identifying the primary 
IC selected by the customer or agent.  There will be no charge for the initial 
selection of a primary IC nor for the identification of an IC different from that 
given verbally at the time the customer or agent placed the order if the 
customer or agent contacts the Company after confirmation to change selection.  
A Presubscription Change Charge will apply to any subsequent changes to the 
customer’s or agent’s primary IC. 

 
 If new customers do not make a selection when they place their order for 

telephone Exchange Service, Switched Access Service or Centrex Service, they 
will be allowed a six-month period from installation of their service to select a 
primary IC at no charge.  New agents are required to make a selection when 
they place their order for public or semipublic pay telephone service.  A 
Presubscription Change Charge will apply for any subsequent selection. 

 
 A presubscription Change Charge will apply for any change made to the 

customer’s primary IC after the six-month period has expired. 
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6. ADDITIONAL ENGINEERING, ADDITIONAL LABOR AND MISCELLANEOUS SERVICES 
(Continued) 

 
6.3 Miscellaneous Services (Continued) 
 

6.3.1 Presubscription (Continued) 
 

B. Rate Regulations 9Continued) 
 

2. Single line customers or agents, or multi-line customers requesting a 
presubscription change to only one line will incur the per line change charge.  
Multi-line customers that request a presubscription change to more than one 
line in a single request will incur the per line change charge for the first line 
and the supplemental line change charge for each additional line. 

 
3. Centrex customers have the capability to change their primary IC for a single 

Centrex line, multiple Centrex lines or the Centrex Group.  A Centrex Group 
defines a group of Centrex facilities (i.e., lines, trunks, attendant features, etc.) 
with a common dialing pattern.  A customer may have multiple Centrex 
Groups. 

 
 Centrex customers requesting a presubscription change to only one line will 

incur the per line change charge.  When a Centrex customer wishes to make a 
Presubscription  change to multiple lines and does so with a single request, the 
per line change charge will apply to the first line and the supplemental line 
change charge will apply to each additional line.  Centrex customers that 
request a Presubscription change to their Centrex Group will incur the per 
Centrex Group change charge for each Centrex Group changed and a Centrex 
Group line change charge for each line in the Centrex Group that does not have 
an individual primary IC assigned to it. 

 
4. Nonrecurring charges for Presubsciption changes are set forth in 6.4.3 

following.  If nonrecurring charges for Presubscription exist in Company 
Intrastate Access Service Tariffs and the Interstate Access Service Tariff, the 
total charge to the customer or agent will be calculated based on one half of the 
Intrastate charge and one half of the Interstate charge.  If nonrecurring charges 
for Presubscription exist only in the Company’s Interstate Access Services 
Tariff, 100% of the interstate nonrecurring charges will apply. 

 
5. the Company will make changes in the customer’s or agent’s primary IC 

assignment pursuant to an IC provided list of customers or agents accepted by 
the Company under a Limited Blanket Agency Agreement.  Ics should obtain a 
signed Letter of Agency on all of their customers’ or agents’ PIC changes.  The 
nonrecurring charges for post-conversion Presubscription and Presubscription 
change(s) will apply as set forth in 6.4.3 following. 
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6. ADDITIONAL ENGINEERING, ADDITIONAL LABOR AND MISCELLANEOUS SERVICES 
(Continued) 

 
6.3 Miscellaneous Services (Continued) 
 

6.3.1 Presubscription (Continued) 
 

B. Rate Regulations (Continued) 
 

6. If a customer or agent choice discrepancy occurs, and the IC is unable to 
produce a Letter of Authorization (LOA), the customer’s or agent’s account 
will be credited for an amount equal to the nonrecurring Presubscription 
Change Charge as set forth in 6.4.3 following.  The IC will be billed the 
applicable nonrecruuing Presubscription Change Charges billed to the customer 
or agent resulting in the dispute as set forth in 6.4.3 following and the 
nonrecurring unauthorized PIC Change Charge(s) as set forth in 6.4.3 following 
for restoring the customer’s or agent’s original IC assignment.  The 
unauthorized PIC Change Charge applies to all lines, with the exception of coin 
which is separately identified. 

 
7. PIC Switchback is an option under which no investigation activities are 

performed by the Company when a business or residence end user customer 
denies requesting a PIC change previously submitted by an IC participating in 
PIC Switchback. 

 
 PIC Switchback is available to all ICS who participate in the Presubscription 

process and have a Limited Blanket Agency Agreement for submitting PIC 
orders on file with the Company.  In addition, Ics must provide written 
notification to the company of their desire to participate in PIC Switchback. 

 
 When the Company is notified by a business or residence end user who denies 

requesting a PIC change within 90 days from when the PIC change was made 
and provided the IC participates in this option, the Company will restore the 
end user to their previous IC at not charge.  Additionally, the end user will be 
credited the PIC change charge(s) assessed by the Company for the disputed 
PIC change. 

 
 The participating IC who initiated the disputed PIC change will be billed the 

PIC change charge)s) credited to the end user’s account, as well as the PIC 
change charge(s) to change the end user back to their previous IC.  A letter of 
Authorization will not be requested from the IC nor accepted at a later date 
under the PIC Switchback option.  Ics participating in the PIC Switchback 
option will be assessed the applicable Presubscriiption Change Charge(s), as set 
forth in 6.4.3(A). 

 
 The Presubscription Unauthorized PIC Change rates, as set forth in 6.4.3(C), 

will continue to apply to Ics choosing not to participate in PIC Switchback.  
 
 This option does not relieve the IC of the FCC’s requirements for verifying all 

PIC orders obtained by telemarketing prior to submitting orders to the 
Company and for instituting steps to obtain LOAs on all PIC orders submitted 
to the Company.  In addition, the end user has the option of initiating a 
complaint to the FCC concerning unauthorized PIC changes.
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6. ADDITIONAL ENGINEERING, ADDITIONAL LABOR AND MISCELLANEOUS SERVICES 
(Continued) 

 
6.3 Miscellaneous Services (Continued) 
 

6.3.2 Maintenance of Service 
 

A. If trouble occurs with a customer’s service, the customer should first determine 
whether the trouble is in the customer’s own equipment and/or facilities.  If the 
customer determines the trouble is in the Company’s equipment and/or facilities, the 
customer should issue a trouble report to the Company. 

 
B. When a customer issues a trouble report to the Company for clearance and no 

trouble is found in the company’s equipment and/or facilities, the customer shall be 
responsible for payment of a  Maintenance of Service Charge for the period of time 
when Company personnel are dispatched.   No charge will apply if Company 
personnel fail to find trouble in Company equipment and/or facilities and the trouble 
is actually in the equipment and/or facilities, but not discovered on the initial 
dispatch. 

 
C. The customer shall be responsible for payment of a Maintenance of Service Charge 

when the Company dispatches personnel, and the trouble is in equipment or 
communications systems provided by other than the Company or in detariffed CPE 
provided by the Company, unless covered under a separate maintenance agreement. 

 
D. If the customer issues a trouble report allowing the Company access to the 

customer’s or the customer’s end user(s) premises and the Company personnel are 
dispatched but denied access to the premises, then the Maintenance of Service 
Charge will apply for the period of time that Company personnel are dispatched.  
Subsequently, if the Company personnel are allowed access to the premises, 
provisions in B. and C. preceding will apply. 

 
E. In B., C. or D. preceding, the Maintenance of Service Charge shall include all 

technicians dispatched, including technicians dispatched to other locations for 
purposes of testing. 

 
F. Maintenance of Service Charges apply on a first and additional basis for each half 

hour or fraction thereof.  If more than one technician is dispatched in conjunction 
with the same trouble report, the total time for all technicians dispatched will be 
aggregated prior to the distribution of time between the “First Half hour or Fraction 
Thereof” and “Each Additional Half Hour or fraction Thereof” rate categories. 

 
 A call-out of a Company employee at a time not consecutive with the Company’s 

Business Day is subject to Overtime and/or Premium time. 
 
G. No credit allowance will be applicable for the interruption involved if the 

Maintenance of Service charge applies.
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6. ADDITIONAL ENGINEERING, ADDITIONAL LABOR AND MISCELLANEOUS SERVICES 
(Continued) 

 
6.3 Miscellaneous Services (Continued) 
 

6.3.3 Access Services Billing 
 

A. Access Services Billing Information 
 
 Billing for access services is done monthly.  Bills for access service are rendered by 

each Access Customer Name Abbreviation (ACNA), by state.  Both a primary and 
secondary bill is available to the Customer as outlined in (1) and (2) following. 

 
Primary and secondary bills are provided to the Customer’s designated billing 
address according to the type of media selected by the Customer. 
 
Charges for Access Services Billing are located in Section 6.4.  If charges for 
Access Services Billing exist in the Company’s Intrastate Access Service Tariffs and 
its Interstate Access Service Tariff, the total charge to the Customer will be 
calculated based on one half of the intrastate charge and one half of the interstate 
charge.  If charges for Access services Billing exist only in the Company’s Interstate 
Access Services Tariff, full interstate charges will apply. 
 
1. Primary Bill 
 
 One primary bill is provided to each Customer at no charge.  For access billing, 

the Customer’s primary bill may be provided by one of the following media: 
 

− electronic data transmission 
− floppy disk 
− magnetic tape 
− CD-ROM 
− Paper 

 
For all media other than paper, the Customer and the Company will discuss and, to 
the extent technically feasible, mutually agree upon the medium specifications prior 
to issuance of the first primary bill. 
 
Once billing has begun, the Customer may request to change the medium on which 
the primary bill is provided.  The Access Billing Change Charge set forth in 6.4 will 
apply for each request to change the medium on a per billing basis. 
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6. ADDITIONAL ENGINEERING, ADDITIONAL LABOR AND MISCELLANEOUS SERVICES 
(Continued) 

 
6.3 Miscellaneous Services (Continued) 
 

6.3.3 Access Services Billing (Continued) 
 

A. Access Services Billing Information (Continued) 
 

2. Secondary Bill 
 
 At the Customer’s request, a secondary bill, in addition to the Customer’s 

primary bill, will be provided.  Charges for the provision of a secondary bill are 
set forth in Section 6.4 following. 

 
 The secondary bill will contain the same billing detail as the primary bill and 

may be requested in one of the following media formats; 
 

− electronic data transmission 
− floppy disk 
− magnetic tape 
− CD-ROM 
− Paper 

 
For all media other than paper, the Customer and the Company will discuss 
and, to the extent technically feasible, mutually agree upon the medium 
specifications prior to issuance of the first secondary bill. 
 
Once billing has begun, the Customer may request to change the medium on 
which the secondary bill is provided.  The Access Billing Change Charge set 
forth in section 6.4 will apply for each request to change the medium on a per 
billing basis. 
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6. ADDITIONAL ENGINEERING, ADDITIONAL LABOR AND MISCELLANEOUS SERVICES 
(Continued) 

 
6.3 Miscellaneous Services (Continued) 

 
6.3.5 Billing Name and Address Service 
 

A. General Description 
 
 The Company provides billing Name and Address (BNA) Service to interstate 

service providers.  BNA Service provides the customer with billing name and 
address information of an end user in the Company’s billing records.  BNA service 
is not to be used for purposes other than for billing and collecting the amount due for 
telecommunications services from the Company’s end user. 

 
 The service allows for a customer to submit the end user’s ten-digit Automatic 

Number Identification (ANI) to the Company mechanically.  The Company, upon 
receipt of the customer’s request, will process the ANI.  If the BNA information is 
available within the Company’s billing records, the Company will produce a 
mechanized report of the associated BNA information in paper format. 

 
B. Rate Regulation 
 
 This section contains the specific regulations governing the rates and charges that 

apply for BNA Service.  Specific rates and charges are set forth in Section 6.4.  
Jurisdictional Reporting Requirements for BNA Service are set forth in section 2.4. 

 
1. Base Charge 
 
 A base charge will be assessed per report requested. 
 
2. BNA Usage 
 
 A BNA Usage rate applies on a per ten-digit ANI request basis.  Each request is 

subject to the BNA Usage rate, regardless if the requested telephone number is 
available.
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6. ADDITIONAL ENGINEERING, ADDITIONAL LABOR AND MISCELLANEOUS SERVICES (Continued) 
 

6.4 Rates and Charges 
 

6.4.1 Additional Engineering 
 

  Each Additional 
 First Half Hour Half Hour 

Additional Engineering Periods or Fraction Thereof or Fraction Thereof  
 
Basic Time $66.00 $39.79 
Overtime 73.41 47.20 
 
6.4.2 Additional Labor 
 
   Each Additional 
  First Half Hour Half Hour 
 Additional Labor Periods or Fraction Thereof or Fraction Thereof 
 

A. Installation 
− Overtime $29.31 $3.10 
− Premium time 32.42     6.21 

 
B. Stand-by 

− Basic Time (1) $0.00 $17.91 
− Overtime (1) 0.00 21.01 
− Premium Time 0.00 24.12 

 
C. Testing and Maintenance 
 With Other Telephone 
 Companies or Other 
 Labor 

− Basic Time $44.12 $17.91 
− Overtime 47.22   21.01 
− Premium Time 50.33   24.12 
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6. ADDITIONAL ENGINEERING, ADDITIONAL LABOR AND MISCELLANEOUS SERVICES (Continued) 
 

6.4 Rates and Charges (Continued) 
 

6.4.3 Presubscription 
 

  Nonrecurring Charge 
A. Presubscription Change Charge 
 
 Residence/Business: 

− per line change charge $1.49 
− per supplemental line change charge 1.49 

 
 Centrex: 

− per group change charge $1.49 
− per group supplemental line change charge 1.49 

 
B. Presubscription Change Charge for Mergers/ 
 Separation/Consolidation of Operations 

− per line change charge $1.49 
 
C. Presubscription Unauthorized PIC Change Charge 
 
 Residence/Business: 

− per line change charge $19.41 
− per supplemental line change charge 19.41 

 
 Public and Semi-Public Coin: 

− per line change charge $19.41 
− per supplemental line change charge 19.41 

 
6.4.4 Maintenance of Service 
 

 Each Additional 
 First Half Hour Half Hour 

Maintenance of service Periods or Fraction Thereof or Fraction Thereof  
 
− Basic Time $44.12 $17.91 
− Overtime 47.22 21.01 
− Premium Time 50.33 24.12 
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6. ADDITIONAL ENGINEERING, ADDITIONAL LABOR AND MISCELLANEOUS SERVICES (Continued) 
 

6.4 Rates and Charges (Continued) 
 
 

6.4.5 Billing Name and Address Service 
 

  Rate Per Request 
A. Base Charge 
 

Per report requested $55.00 
 

B. BNA Usage 
 
 Per 10-Digit ANI Requested $0.20 
 

6.4.6 Access Service Billing Information 
 

A. Access Billing change 
 Charge per billing period $7.25 
 
B. Secondary Bill 
 

Electronic data transmission (per transmission) $82.76 
Floppy disk (per disk) 82.76 
Magnetic tape (per tape) 82.76 
CD-ROM (per CD) 82.76 
Paper (per invoice) 82.76 
 
 

 
 

 
 



 

EXHIBIT I 
 
 PROPOSED NOTICE OF FILING 

  
 
 
 



NOTICE OF FILING AND HEARING 
 

Fonix Telecom, Inc.  filed an Application with the Public Service Commission of South Carolina for a 
Certificate of Public Convenience and Necessity to provide local exchange and resold long distance 
telecommunications services.   The Applicant proposes to offer resold and facilities-based local exchange and 
interexchange services. Applicant intends to provide local exchange services, and custom calling and CLASS 
features  services, to residential and business customers.  The Applicant proposes to offer resold inbound and 
outbound interexchange services, travel card services, and prepaid calling card services.  In addition, the 
Applicant has requested that the Commission regulate its local services in accordance with the principles and 
procedures established for flexible regulation in Order No. 98-165 in Docket No. 1997-467-C. The Applicant 
also request that the Commission regulate its business type long distance services in accordance with the 
principles and procedures established for modified alternative regulation by Orders No. 95-1734 and 96-55 in 
Docket No. 95-661-C, and as modified by Order No. 2001-997 in Docket No. 2000-407-C.  
 
A copy of the Application is on file in the offices of the Public Service Commission of South Carolina, 101 
Executive Center Drive, Saluda Building, Columbia, South Carolina 29210; and is available through John J. 
Pringle, Jr., Esquire, ELLIS LAWHORNE & SIMS, PA, 1501 Main Street, 5th Floor, Columbia, South Carolina 
29201.  

 
A public hearing, if scheduled, will be held in Columbia, South Carolina in the offices of the Commission at the 
above address, for the purpose of receiving testimony and other evidence from all interested parties regarding 
this Application.  The time and date of this hearing will be furnished to all interested parties at a later date. 
 
PLEASE BE ADVISED that pursuant to South Carolina Code of Laws – Section 58-9-280, as amended, the 
Commission will invoke the 120-day period allowed for consideration of this matter. 
 
Any person who wishes to participate in this matter, as a party of record with the right of cross-examination 
should file a Petition to Intervene in accordance with the Commission’s Rules of Practice and Procedure on or 
before ________, 2005 and indicate the amount of time required for his presentation.  Please refer to Docket 
No. 2005-___-C. 
 
Any person who wishes to be notified of the hearing, but does not wish to present testimony or be a party of 
record, may do so by notifying the Docketing Department in writing at the address below on or before ______, 
2005.  Please refer to Docket 2005-__-C. 
 
PLEASE TAKE NOTICE:  Any person who wishes to have his or her comments considered as a part of the 
official record of this proceeding MUST present such comments, in person, to the Commission during the 
hearring. 
 
Persons seeking information about the Commission’s Procedures should contact the Commission by dialing 
(803) 896-5113. 

  
Public Service Commission of South Carolina 

Docketing Department 
P.O. Drawer 11649 

Columbia, South Carolina 29211 
JUNE-__-05 

 
 




